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These models, just added to the Barber line, are useful for the needs of 
many appliance makers. The slotted cap burner No. L-50 in particular will 
be found very adaptable in any long, narrow combustion chamber, and when 
heat must be uniformly distributed over a wide surface, and "spot heating” 
must be avoided. It is so designed that the units composing the assembly 
can be mounted end-to-end to make a very long row of single jets, or placed 





side by side to make a bank of burners. The manifold and intake are ade- 
quate to supply gas to a large size multiple assembly. If you have a problem 
of this nature, let our engineers submit a layout sketch showing the possi- 
bilities of this unit. 


Barber Gas Appliance Burners, in numerous shapes and sizes, are spe- 
cifically designed for the individual requirements of all gas appliances, and 
equipped with the proper jets to suit the purpose and the type of fuel— 
natural, manufactured, or LP gas. Any Barber-equipped appliance has THE 
most essential element for satisfactory operation—the proper burner unit. 


Ask for complete Catalog on Barber 
appliance and conversion burners, 
and pressure regulators. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohi 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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OVERHEARD BETWEEN AN ARCHITECT AND AN INVESTOR: 


“No-its completion time, not starting time, that counts 





“YOUR INVESTMENT IN A BUILDING 

CAN’T PAY OFF UNTIL THE TENANTS 

MOVE IN. Build with steel floors and they move 

in much, much sooner. No matter how ycu build, you have 
to allow time for demolition and excavation. By that time, your 
steel is ready. And then, steel Q-Floors will knock another 

20 to 30% off construction time. 

“Look at this model. Those cells are the steel Q-Floor. It 
is dry, noncombustible, clean. It goes up as fast as the frame. 
No temporary forms, no shoring. Two men can lay 32 sq. ft. of 
Q-Floor in half a minute and it immediately becomes a dry, 
working platform. Even in freezing weather, work speeds along, 
not delayed by wet materials. 

“This is just the first reason for Q-Floors. Think of theelectrical 
availability. After all, you're investing for thirty, forty, fifty 
years. And you sometimes forget that floors are what a building 
is for. Even though the floor is a small fraction of total cost, 
floor space earns the income. It should be alive with ducts, 
pipes, wires, the earning arteries of a structure. You don't want 
your building born with hardened arteries, with monolithic 
slabs for floors. 

“See how the load-carrying steel cells of Q-Floor are crossed 
over by raceways for wires of every conceivable electrical 
service. This is your assurance that your investment will keep 











step with future increased demands for electrical business Write for the simple facts— = 

machines. You can put an outlet on every six-inch area of the col 

exposed floor. It literally takes only a few minutes. Floor H. H. ROBERTSON COMPANY ha 
layouts are permanently flexible. Alterations tremendously 2424 Farmers Bank Building, Pittsburgh 22, Pennsyivenie , 

simplified. It saves a huge amount of money over the years. Factories in Ambridge, Pa., Hamilton, Ont., Et! pert, Engiend y 

“And Q-Floor costs less than the carpet that covers it. an 

“There is no reason for not having Q-Floors.” Ofcom $0 Princo Caton TEI were. wide siti sorte fa 

° ITUMIN 
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ITUMINOUS COAL . 
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To measure the water used daily in this 
modern coal preparation plant, a water meter 
would have to register in millions of gallons. 

So great are the demands for water to wash 
coal clean that some mine operators find it 
necessary to create lakes to assure an ade- 
quate supply. 

New preparation plants that mechanically 
prepare coal for specific uses are only part 
of the modernization and mechanization pro- 
gram of the bituminous coal industry. They 
are important in keeping coal prices within 
reason despite rising costs. These costs, of 
course, include miners’ take-home pay, which 
has tripled since 1940. Increased use of high- 
ly specialized machines for cutting, loading, 
and moving coal represents still another 
factor in keeping coal’s price down. 


. . LIGHTS THE WAY. . 
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Newest thing i in Laundries — 


To step up the efficiency of coal mining in 
the face of today’s rising costs, even more 
mechanization of mines is needed. New and 
better machines, added facilities for cleaning 
and sizing coal, and new mines, too, are re- 
quired to improve the supply of high-quality 
coal at reasonable prices. 

All this will take hundreds of millions of 
dollars over and above day-to-day operating 
costs. 

The coal industry expects to provide this 
money largely from earnings which will be 
plowed back into the business so that coai can 
still better serve the nation. 


BITUMINOUS & COAL 


BITUMINOUS COAL INSTITUTE 
A Department oF Nationa Coat Association 
WASHINGTON, D. C. 


. FUELS THE FIRES . , . POWERS THE PROGRESS OF AMERICA 








r 1948 the gas, electric, and telephone 
industries in combination spent ap- 
proximately $12 billion on new plant and 
equipment needed to keep up with the 
ever-increasing demand for utility serv- 
ice in the United States. In the electric 
power industry alone, business-managed 
utility companies are halfway through 
their $9 billion program of which only 
a fraction was obtained through the 
sale of new common stock issues. The 
electric industry had to obtain over half 
of this necessary amount through long- 
term debt and bank loans, with the bal- 
ance coming out of reserves, earnings, 
and other methods of raising funds, 
aside from equity financing. 


Does this mean that thousands—per- 
haps millions—of our citizens are un- 
willing to take a chance on continued 
American success, or on the outlook for 
the future American enterprise? If that 
were the answer, the economists might 
well be concerned about the eventual fate 
of our enterprise system, 


uT the opening article in this issue 
makes the intriguing suggestion 

that perhaps the answer is much simpler 
and much more susceptible of corrective 


DANIEL B. NOBLE 
APR. 28, 1949 


FLOYD L. CARLISLE, JR. 


solution. It raises the question whether 
the American citizen, with funds to in- 
vest, is passing up common shares 
through an unwillingness to participate 
in America’s industrial future — or 
whether it is simply a lack of conscious- 
ness, as to the investment opportunities 
which are his for the asking. 


In the present market, we have a new 
and mighty legion of people, with smaller 
average individual resources, who are 
inexperienced in the ways of the capital- 
istic system. Can these people be in- 
structed? Can their confidence be 
gained? Or must the paralyzing growth 
of government financing rush into the 
vacuum in default of a better-informed 
investing public? 


THESE are then the challenging ques- 
tions raised by FLoyp L, Car is.e, Jr., 
in his plea for an organized effort on the 
part of industrial management to build 
a new market for equities in the public 
utility field. The author is president of 
the New York public relations firm of 
Floyd L. Carlisle, Inc. Some years after 
his education at Yale, the younger 
CARLISLE was associated with his late 
father in various financial, industrial, 
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NORWALK Products are Stocked 
at Il Factory Branches 


e San Francisce Pittsburgh 


e Los Angeles Washington 


@ Minneapolis 

Philadelphia 
e Chicago 
© Detroit 


e Cleveland 


New York 


Boston 


Service Shops In Other Cities %*% Factory at South Norwalk 





HEN you need some quality control equipment in a hurry, call 

on your nearest Norwalk Valve branch. There’s a good chance 
that what you want is in stock. These convenient stocks of Norwalk 
products at 11 branches keep your installation crews working with- 
out interruption. 


Quality, workmanship and sound engineering are other good reasons 
why Norwalk leads in gas control equipment. You'll find qualified 
gas men at all 11 branches. 


If your problem has to do with the proper control and regulation 
of gas, let Norwalk give you the benefit of its years of service to the 
Gas industry. We've been at it since 1878. 











NORWALK VALVE COMPANY 


South Norwalk, Conn. 
SOLE MANUFACTURERS 
NORWALK CONNELLY 


VALVES @e REGULATORS @e GOVERNORS GOVERNORS -e VALVES @ RE 


RATOR >AUGES @ MERCURY LOADE 
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8 ' PAGES WITH THE EDITORS (Continued) 


and utility enterprises for which his 
parent became so widely known. 


DurRInc the last few years Mr. Car- 
LISLE and his associates have specialized 
in public relations activity for various 
financial, utility, industrial, and political 
institutions. As the tone of his article 
indicates, CARLISLE’s firm is now concen- 
trating on a broad educational program 
for furthering direct ownership of cor- 
porate securities. 


* * * * 


W: introduce another new contrib- 
utor in this issue, DANrEt B. 
NOBLE, secretary-manager of the Pacific 
Northwest Development Association at 
Portland, Oregon. His article, on states’ 
rights for the Columbia valley, begins 
on page 544. He was born and raised 
on an irrigated farm in Montana, NoBLE 
first worked his way through college and 
then taught agricultural courses at the 
Hamilton, Montana, High School. For 
fifteen years he did agricultural develop- 
ment work for the Milwaukee Railroad 
in the Pacific Northwest. And during 
the past four years he has worked on 
resource conservation and development 
with his present organization. This as- 
sociation is dedicated to the promotion 
of resource development of private en- 
terprise and initiative in codperation with 
government, without the destructive 
force of encroaching Socialism. 


* * * * 


AVID MARKSTEIN, whose article on 
fringe parking as an aid in solv- 
ing traffic jams begins on page 538, is a 
writer of business articles who conducts 
his own free-lance service from head- 
quarters in New Orleans. The author 
was educated in journalism at Louisiana 
State University and has previously 
done professional advertising and lay- 
out work for newspapers before doing 
a wartime hitch in the Navy. 


* * * * 


—— utility commissioners have to 
raise families, pay rent, and fight the 
tide of high living costs just like every 
other American during the recent trend 
towards inflationary prices. Ray Gar- 
RETT, JR., attending the graduate depart- 
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RAY GARRETT, JR. 


ment of Harvard University Law 
School, has made an interesting statis- 
tical analysis of adjustments which have 
been made in each state in the compensa- 
tion of utility commissioners since before 
the start of World War II. Garrett, 
whose article begins on page 554, has 
made a distinction between mere dollar 
increases in compensation of the regu- 
latory commissioners and the actual 
purchasing power of these salaries in 
terms of today’s inflated prices. 


It is ‘worth noticing that a number of 
the state legislatures—which held their 
“big -biennial” during the opening 
months of this year—considered this 
question of increasing regulatory com- 
missioners’ salaries. Most of the legis- 
latures were still in the process of con- 
sidering bills on this question as this is- 
sue went to press. But at least one state 
—Maryland—had completed legislative 
action, increasing annual compensation 
for members of that board to $8,000 with 
an extra thousand for the chairman. It 
goes without saying that if regulation is 
worth anything at all it is worthy of its 
hire, especially now. 


THE next number of this magazine 
will be out May 12th. 


Ine Cdl 
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Vcr. tee new 3 purpose 
CUSTOMER SERVICE COUNTER-DESK 


Here at last is the ideal unit for the small 
one or two clerk utility office. 


IT’S FIRE PROTECTED!—Designed and 
built to provide utmost efficiency and 
operating convenience plus certified fire 
protection for its contents, the Customer 
Service Counter-Desk combines the usual 
Cashier’s Counter, Fire-resistive Safe and 
Customer Contact Desk into one compact 
unit . . . providing ample housing space 
for all Service Orders, Customer History 
Records, Service Location Records, Meter 





History and Test Data, Ledgers, Cash 
Coupons, Meter Books and Cash Drawer. 


IT’S PORTABLE! — Unlike customary per- 
manent counters, the Counter-Desk saves 
space and can be moved about within the 
office or to a new location without costly 
alteration charges. Resplendent in Gray- 
Rite finish, the Customer Service Counter- 
Desk adds to the appearance of any office. 
For detailed information, call our near- 
est office or write Systems Division, 315 
Fourth Avenue, New York 10, N. Y. 


Copyright 1949, by Remington Rand Inc. 
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Coming » THE NEXT ISSUE 


* 


IS THERE STILL A NEED FOR HOLDING COMPANIES? 

As the dissolution program of the Public Utility Holding Com- 
pany Act nears its completion we are beginning to see instances 
of operating companies cut adrift and confronted with the prob- 
lem of developing independent guidance and resources. John 
P. Callahan, utility writer of The New York Times has investigated 
the question of whether there m&y not be a field for holding 
companies—at least to some extent—under these new circum 
stances. 


THE COMMUNITY SIDE OF PUBLIC RELATIONS PROBLEMS 

It has been said that public relations like the virtue of charity 
begins at home. Certainly public utility companies have found 
their own employees re their own customers the best place 
for starting any program aimed at better public understanding. 
Betty Lee Gough of New Orleans, writer of business articles, 
has given us a "round-up" story on the community building 
phases of public relations activities. 


TOMORROW'S EXECUTIVES 

Since we seem to be living in the "Era of the Engineer" as far 
as utility corporation top executives and industrial leadership 
are concerned, it is a fair question to ask whether the schools of 
today are providing the necessary training for the executives of 
tomorrow. Walter Evans, vice president of Westinghouse Elec- 
tric Corporation, has made an analysis of the demands made at 
the top level of management upon executives of the nation's 
operating companies. 


FAIR WAGES IN PUBLIC UTILITIES AND PRIVATE ENTERPRISES 


Is human labor a commodity to be bought and sold on the basis 
of supply and demand? Or is the labor market bargaining con- 
cept a barrier to good employee relations? J. O. Hopwood, 
director of personnel administration of the Philadelphia Elec- 
tric Company, has given us the benefit of both thought and 
experience in outlining a philosophy for a fair wage pattern in 
public utility employment. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip. 
and other features of interest to public utility regulators, companies. 
executives, financial experts, employees, investors, and others. 
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(apacitors? 


We could not have gained system capacity 
as quickly and at as low a cost in any other 


way”° 


is the story that Pacific Gas & Electric 
pany tells about capacitors: 


“The tremendous growth of industry, and the increase 

population in the California area served by our 
stem in the last few years, has made it necessary for 
to install capacitors on our system equal to approxi- 
ately 20% of our system peak load. 

“Capacitors, while more than justified by economic 
asons, have aided us materially in carrying our load 
ring this interval of rapid growth. We could not have 
pined system capacity as quickly and at as low. cost 
any other way. 

“Like other utilities we found that the expected drop 
load at the end of a shooting war did not occur and 
e were therefore faced with the problem of immedi- 
ely enlarging our system capacity. Major substation 
creases required long and careful planning plus long 
tervals of time to procure netessary equipment. 
onstant review of load in our three operational areas 
owed that our transmission and distribution system 
‘as being overloaded with low-power-factor loads. 
“Obviously, with capacitors readily available from 
erican manufacturers at a cost of less than $10 per 
AR installed, we availed ourselves of the opportunity 
© correct system power factor as a whole and thus 
elieve system overloads and release capacity for 
apidly increasing loads. 

“This has been a wise program and almost continuous 


GENERAL 


(Ger 


& 


PACIFIC GAS AND ELECTRIC COMPANY 


surveys in our three operating areas have been main- 
tained since the end of the war. As a result of these 
surveys we have installed on our system approximately 
20% of system peak load in capacitors. 

“Capacitors have made our system operation more 
efficient and less costly through the elimination of watt- 
less energy and have helped correct for voltage drop, 
thus giving our customers better service. We believe 
the investment in added system capacity through the 
use of capacitors has been well justified and will be a 
continuing program.” 





General Electric C 


ELECTRIC 
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GEOFFREY CROWTHER 
Editor, The London Economist. 


JouHN W. BricKer 
U.S. Senator from Ohio. 


CLAupE R, WICKARD 
Administrator, Rural Electrification 
Administration. 


Leon H., KEYSERLING 
Vice chairman, President's Council 
of Economic Advisers. 


Rosert I. GANNON, SJ 
Former president, Fordham 
University. 


WINsTon CHURCHILL 
Former Prime Minister of 
Great Britain. 


De Witt EMery 
President, National Small Business 
Men’s Association, 


EpmMonp M. HANRAHAN 
Chairman, Securities and 
Exchange Commission. 


M. E, CoyLe 
Executwe vice president, General 
Motors Corporation. . 


Murray SHIELDS 
Vice president, Bank of the 
Manhattan Company. 
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was in the world two opinions alike.” 


—MonrTAIGNE 





“Soviet type of planning by a central authority will 
not work in democratic countries.” 


* 


“It is high time that Congress stop and take stock— 
high time to find out where we are going.” 


> 


“Our free enterprise system is being jeopardized a 
little more all the time by big corporations and monopo- 
lies.” 


Aa 


“We can raise our living standards and our real wages 
which I believe means raising our money wages, year 
after year.” 


> 


“We never have to deceive ourselves with any false 
kind of optimism. There is only one unconquerable calam- 
ity—despair.” 

* 


“Queues of housewives outside shops are the essence 
of Socialism and the restrictive system by which it and its 
parasites hope to, live.” 


“The Republic can be retained by wisdom and courage; 
but first and above all, the spending by Federal govern- 
ment must be drastically reduced.” 


> 


“Overregulation which impeded financing without add- 
ing significant protection to investors is a disservice 
rather than a service to the investor.” 


* 


“The hope of making a profit is fundamentally respon- 
sible for industrial progress. This is the incentive function 
of profits—an incentive to efficiency as well as to product 
improvement.” 


* 


“Wasteful government expenditures and less than 
maximum government efficiency represent an unnecessary 
diversion of precious resources at a time when we need 
every ounce of our economic strength to build our de- 
fenses and lend material support to our friends.” 


12 
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Can You Be Confident? 


F in conjunction with your next annual meeting— 
or at some contemplated special meeting—pro- 
posals other than routine are to be voted upon—to raise 


debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 


fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 





National or Sectional Coverage 





Sd + 


DUDLEY F. KING 


Associates: JOHN H.C. TEMPLETON * CHARLESA.NICHOLLS + PHILIP H. CARPENTER 


70 PINE STREET, NEW YORK &, NEW YORK 








14 REMARKABLE REMARKS—( Continued) 


Harry S. TRUMAN 
President of the United States. 


CLareE BoorHe Luce 
Writer. 


Brien McMAHoN 
U.S. Senator from Connecticut. 


CHARLES SEYMOUR 
President, Yale Unwwersity. 


Lewis H. HANEY 
Professor of economics, New York 
University. 


J. Howarp McGratu 
U. S. Senator from 
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Emit ScHRAM 
President, New York 
Stock Exchange. 


James D. Mooney 
President, Willys-Overland 
Motors. 


APR. 28, 1949 


“We have become the symbol of what governments 
should stand for—the welfare of the people.” 


“World conditions today are a bitter foretaste of when 
the night of atheism and cynicism from the North closes 
upon us, There will be plenty of nightmares then.” 


* 


“The experience of a century and a half has demon- 
strated that our system of free government functions 
best when the maximum degree of information is made 
available to our people.” 


* 


“None of us can afford to minimize the Communist 
threat to America. . . . We ought to utilize all the re- 
sources that we can mobilize to teach our students the 
facts of Communism and the implications of Russian 
ideology and foreign policy.” 


* 


“It is not lack of securities or desire to secure venture 
capital by selling stock, The reason is that the govern- 
ment is destroying the incentive to private investment. 
Removal of double taxation of profits would add greatly 
to the government’s income tax receipts.” 


> 


“The road to Communism is lined with the wreckage 
of governments which neglected the welfare of their peo- 
ple. Now the people have decided that they want a gov- 
ernment that will protect and promote their economic, 
physical, and social well-being. Americans don’t ask for 
handouts, a soft touch, or an easy ride. They do want 
a Fair Deal.” 

* 


“Because three-quarters or more of the Federal govern- 
ment’s revenues are now derived from taxes based on 
wages and business earnings, it is essential that the 
wheels of industry continue to turn. . . . It would be 
unfair and intemperate to create a set of conditions 
handicapping business and then condemn the inevitable 
results as evidence of the evils of the American economie 
system.” 


> 


“The principal point I want to make about taxation 
related to industry is that the 38 per cent imposed by the 
Federal government on our industrial activities before 
we make the residual earnings available for distribution 
to stockholders is tolling the death knell of private enter- 
prise. From the standpoint of management, it is prac- 
tically impossible to operate an industrial property when 
you have a preferred creditor who takes 38 per cent right 
out of the cash drawer continually.” 





April 28, 1949 Public Utilities Fortnightly 


for BIGGER Value 


“ik ~ — 
GMCs are available in models and types, 
engines and wheelbases, chassis and 
equipment options to provide exactly the 
right truck for every public utilities need. 


Because of the outstanding engineering, 
testing and manufacturing facilities of the 
world’s largest exclusive producer of com- 
mercial vehicles. 

Because of a nationwide network of spe- 
cially equipped and expertly manned fac- 
tory-operated branches and dealer service 
stations. 
Because of a new and extensive parts ware- 
housing program assuring fast, flexible distri- 
bution of GMC parts to every section of the 
country. 

Because of products that are truck-built 
... providing engines and chassis that are 
famous for long-life, low-cost operation. 


GMC TRUCK & COACH DIVISION © GENERAL MOTORS CORPORATION 
i 
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recent 
C-E steam generating units 


for utilities 
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ITUS 
TATION 


ETROPOLITAN EDISON COMPANY 


e C-E Unit illustrated here is one of two such units now in process of 

brication for the Titus Station of the Metropolitan Edison Company 
Reading, Pennsylvania. 

Each of these units is designed to produce 510,000 lb of steam per hr 
1475 psi and 1010 F. The design contemplates that about 90-per cent 
this capacity — 465,000 lb — can be returned to the reheat section 
710 F to be reheated to 1010 F. 

The units are of the radiant type with a reheater section located 

ptween two stages of the primary superheater surface. A finned tube 
onomizer is located below the rear superheater section, and regen- 
ative air heaters follow the economizer surface. 

The furnaces are fully water cooled, using closely spaced plain tubes 
roughout. They are of the basket-bottom type, discharging to sluicing 
h hoppers. 

Pulverized coal firing is employed, using bowl mills and vertically- 

ijustable, tangential burners. Arrangements are provided for the use 
oil as an alternate fuel when and if required. B-298A 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


200 MADISON AVENUE * NEW YORK 16, N 


ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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The 7,500,000 workers who are each investing 
on the average of $20 per month in Savings Bonds 


Here’s a sales force that’s helping to 
win economic peace of mind for the 
nation. These people have dealt heavy 
blows to inflation, fear, and doubt. 


They are building security for themselves 
by buying Bonds. Every $3 they invest 
will pay $4 at maturity. 


They are building security for their com- 
panies. As each Bondholder’s own 
sense of security increases with his 
Bond purchases, he becomes a better 
worker. Plant morale improves. Pro- 
duction increases. Absenteeism, labor 
turnover, and the accident rate all de- 


The executives of the more than 20,000 componies 
that have sponsored the Payroll Savings Plan 


The employees who serve as volunteers selling 
U. S. Savings Bonds to their fellow employees 


cline. Relations between employer and 
employee improve. 

They are building security for the nation. 
Savings Bond dollars are deferred pur- 
chasing power—an assurance of good 
business to come. The Treasury uses 
net Savings Bond dollars to fight infla- 
tionary credit potential in the banking 
system by retiring short-term bank-held 
Federal securities. 

If your company isn’t an active part 
of this sales force, better join now and 
get in on the benefits! Phone your State 
Director, Savings Bonds Division, U. S. 
Treasury Department. 


The Treasury Department acknowledges with appreciation 
the publication of this ge by 
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RVING Trust’s Public Utilities Department has 

been actively helping utilities formulate and 
carry out constructive financial programs geared to 
each company’s particular needs. 


This special department is staffed with men 
whose practical experience in the utilities field 
qualifies them to offer a sound, understanding, 
realistic approach to your problems. 


TOM P. WALKER —Vice President in charge 


IRVING GRUST 


ONE WALL STREET ° NEW YORK 15, N. ¥. 


Capital Funds over $116,000,000 
Total Resources over $1,100,000,000 


Wriuiam N Enstrrom, Chairman of the Board Ricuarp H. West, President 
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where the profits begin... your best investment is 


LEVELANDS DEPENDABILITY 


The trencher sets the pace for the whole job and determines to a 
very great degree whether or not you make a profit. 


This means you must have machines on which you can rely to 
deliver fast performance with a minimum of “down times”— 
machines that have the stamina to stand up and carry through 
the roughest going. 


CLEVELANDS with their rugged, super-quality all-welded unit- 
type construction and wide range of transmission - controlled 
speed combinations meet ideally, practically and economically 
every requirement for—gas, water and sewer pipe line work 
as well as for drainage, irrigation and building foundations. 


You can depend on CLEVELANDS to enable you to meet and beat 
schedules and make a profit on your jobs. 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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{ Indiana Gas Association begins convention, French Lick, Ind., 1949. i) 
Illinois Telephone Association ends convention, Peoria, I., *1949. 





{ American Water Works Association, California Section, begins regional spring meeting, 
Bakersfield, Cal., 1949. 











@ American Trade Association Executives begin meeting, Washington, D. C., 1949. 





+ May +7 





1 at Gas Association will hold executive conference, Cincinnati, Ohio, May 12, 
949 





{ National Electrical Wholesalers Association begins convention, Cincinnati, Ohio, 1949. 
4G American Society-of Mechanical Engineers begins meeting, New London, Conn., 1949. 





| f ag Electric Association ends annual young men’s utility conference, Indianapolis, 
n 





j Indiana Telephone Association begins annual meeting, Indianapolis, Ind., 1949. 
Missouri Association of Public Utilities begins convention, Kansas City, ’Mo., 1949. 





{ Missouri Valley Electrical Assn. begins sales conference, Kansas City, Mo., 1949. B 
{ Southeastern Industrial Power Conference begins Atlanta, Ga., 1949. 








{ Pennsylvania Electric Association, Prime Movers Committee, begins spring meeting, 
Pittsburgh, Pa., 1949. 








q Electrochemical Society ends spring meeting, Philadelphia, Pa., 1949. 





{ Institute for Education by Radio begins meeting, Columbus, Ohio, 1949. 





1 rem Oil Compact Commission begins spring quarterly meeting, Jacksonville, 
a., q 





American Public Power Association begins convention, San Francisco, Cal., 
American Gas Assn., Natural Gas Department, ends meeting, F rench’ Lick, ina ” 1949. 

















1 ig 3 Petroleum Gas Association ends annual convention and trade show, Chicago, 
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You Can Help Build 


A New Market.for Equities 


The selling techniques of Auction business corporations, so 

skillfully applied during the war in the sale of government sav- 

ings bonds, could likewise, says the author, be employed in 

creating among the masses of our people millions of investors 

in corporate securities from whom all industry would be able 
to draw new risk capital. 


By FLOYD L. CARLISLE, Jr.* 


ness-managed electric companies 

spent over $1,865,000,000 on 
new plant and equipment needed to keep 
up with the ever-increasing demand for 
their product. Of this amount, $965,- 
000,000 came from the sale of long- 
term debt and bank loans, and $160,- 
000,000 from sale of preferred stocks 
usually containing burdensome sink- 
ing-fund provisions ; $375,000,000 was 


reinvested from renewal and replace- 


AST year the privately owned, busi- 


*For personal note, see “Pages with the 
itors,” 
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ment reserves ; $100,000,000 was used 
from net after taxes; $150,000,000 
from sale of investments and miscel- 
laneous sources; and $115,000,000 or 
only 6.16 per cent was obtained from 
sale of new common stock issues. The 
prospects of securing new equity capi- 
tal during the coming year seem little 
brighter, 

Many in the utility industry have 
been inclined to attribute the difficulty 
in obtaining equity capital to causes 
peculiar to the utility industry itself; 
i.e., SEC regulations of capital struc- 
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ture; competitive bidding; inadequate 
renewal and replacement allowances ; 
tardiness in obtaining rate relief from 
state commissions in the face of steep- 
ly mounting costs of labor, fuel, and 
materials; threat of government com- 
petition; confiscatory taxation; tem- 
porary dilution of per share earnings 
and dividends necessitated by capital 
expenditures which must be made to 
obtain new business in advance of re- 
ceiving the income return thereon. 

These handicaps, however, are by no 
means confined to the utility industry. 
They are being experienced in one way 
or another by almost all of our basic 
industrial corporations ; and until many 
more millions of our citizens have ac- 
quired a selfish desire to correct the 
economic faults of government, it is 
doubtful that any material degree of 
relief will be available within the fore- 
seeable future. 


HE basic trouble with equity capi- 

tal markets is rooted in the fact 
that the national individual wealth has 
over the last two decades become al- 
most completely redistributed from 
reasonably wealthy individuals more 
or less experienced in corporate invest- 
ments into the hands of many millions 
of new people who are totally inex- 
perienced in such matters and who 
have no basic understanding of eco- 
nomics and the way in which ‘our 
capitalistic system is supposed to func- 
tion. 

A recent survey by the Federal Re- 
serve Bank indicated that only 5 per 
cent of the people in this country with 
accumulated savings own corporate 
stocks. The other 95 per cent do not. 
In 1948, gross liquid savings of our in- 
dividual citizens, as estimated by the 
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Securities and Exchange Commission, 
amounted to $11.8 billion. Of this 
amount $700,000,000 went into sav- 
ings and other bank deposits and build. 
ing and loan associations ; $2.1 billion 
into government and municipal bonds; 
$3.4 billion into social security pay- 
ments ; $3.6 billion into life insurance 
premiums; and only $2 billion into 
corporate bonds, preferred and com- 
mon stocks. The amount going into 
common stocks is estimated at only $1 
billion, or less than 9 per cent of total 
gross individual savings. 


S° large a proportion of the national 

savings going directly or indirect- 
ly into debt instruments might ulti- 
mately result in unforeseen economic 
consequences. Soaring debt and van- 
ishing equity investment in the event of 
another serious depression could force 
socialization of industry even in the 
face of a public sentiment deeply op- 
posed to such a_ politico-economic 
theory. 

The selling and advertising tech- 
niques of American business corpora- 
tions so skillfully applied during the 
war in the sale of government savings 
bonds could likewise be employed in 
creating among the masses of our 
people millions of new investors in 
corporate securities from whom all in- 
dustry would be able to draw needed 
new equity capital. Collaterally, and of 
even more importance, there would 
gradually be created a nation of new 
capitalists having a selfish ownership 
stake in industry and a definite interest 
in obtaining thrift in government and 
maintaining private ownership of busi- 
ness run to make good profits and 
pay reasonable dividends to the stock- 
holders. 
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YOU CAN HELP BUILD A NEW MARKET FOR EQUITIES 


The Practical Problem Involved 


AS seeking new capital 

today may obtain it from several 
sources. Term loans may be obtained 
from banks and are usually placed 
directly by the issuing corporation 
without a broker. Long-term bonds 
are sold either directly or through a 
broker or underwriter to an eager 
group of informed purchasers compris- 
ing life insurance companies, savings 
banks, endowment and trust funds, and 
other such institutions. High-grade 
preferred stocks are likewise disposed 
of. 

Common stocks, however, are sold 
to or through underwriters who in turn 
distribute them to the public through 
investment dealers scattered through- 
out the country. The public who buy 
them for the most part are more or less 
experienced investors with most of 
their available savings already invested 
in corporate securities. They usually 
sell some security already owned in 
order to obtain funds to make the new 
purchase. The corporation is able to 
obtain this common stock money be- 
cause it pays the dealer a profit or com- 
mission higher than that available on 
his usual day-to-day transactions, as an 
inducement to make the extra effort 
needed to effect a sale. This system is 
obviously not tapping the new potential 


market among inexperienced investors. 
No intelligent security salesman would 
urge a new investor to buy only one 
stock. He would usually recommend a 
diversified list of seasoned securities 
and offer some degree of periodic 
supervision and appraisal thereof. 

It is, therefore, obvious that unless 
and until a great many more indi- 
viduals are educated in the advantages 
of prudent investment in corporate 
securities, generally, the market for 
new corporate equities is apt to dwindle 
still further, 

The necessary educational job ahead 
will require a mass psychology effort of 
intensive magnitude far too expensive 
and extensive for the nation’s invest- 
ment dealers to attempt without the 
wholehearted support of all industry. 

New Investors Require Safeguards 

= the fundamental approach to this 

educational task, any appeal to be 
effective will have to be directed pri- 
marily to the selfish instinct of the indi- 
vidual. In so doing, it is easy to make 
serious mistakes that could be harmful 
to the new investor. The people who 
are inexperienced in corporate securi- 
ties are really inexperienced. Most of 
them aren’t quite familiar with the dif- 
ference between a bond and a stock. 
They are generally selfish. They must 
be shown how corporate securities will 


e 


the fact that the national individual wealth has over the 


q “THE basic trouble with equity capital markets is rooted in 


last two decades become almost completely redistributed 
from reasonably wealthy individuals more or less experi- 
enced in corporate investments into the hands of many 
millions of new people who are totally inexperienced in such 
matters and who have no basic understanding of economics 
and the way in which our capitalistic system is supposed to 


function.” 
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build them a more substantial stake in 
life than savings deposits or govern- 
ment bonds alone. They will not invest 
their savings in corporate securities for 
social or idealistic or national or inter- 
national economic or political reasons. 
The fact that their savings, so invested, 
will create more jobs and better pay 
will have its appeal over a course of 
time; but it will be only a secondary 
appeal in the beginning. The sugges- 
tion that they may make substantial 
profits in corporate stocks will make 
the strongest impression, but if it were 
to employ this appeal, industry could do 
itself more harm than good. Industry 
can’t afford to create a nation of dis- 
gruntled speculators. What it needs is 
a nation of prudent and informed in- 
vestors who will realize that higher in- 
come yields, gradual enhancement of 
principal values, and maintenance of 
the purchasing power of their savings 
may be obtained from carefully select- 
ed and soundly diversified investments 
in corporate bonds and stocks made 
under and supervised by professional 
financial analysts who devote their full 
time to such matters. When we create 
investors of this character, we will cre- 
ate on a sound foundation a great new 
broad base for our equity capital mar- 
kets. 


Adequate Machinery Already 
Available 


en. there are already in 
existence a large and vital group of 
financial institutions which may well 
become adapted to the prudent channel- 
ing of the savings of the inexperienced 
investor into corporate securities. 
These institutions are the 80-odd, 
“open-end,” or mutual investment com- 
panies which, under wise and careful 


regulation of the Securities and Ex- 
change Commission since 1940, have 
enjoyed a healthy growth in public 
esteem. These mutual funds now have 
total invested assets of over $1.5 billion 
which include very substantial holdings 
of public utility company securities. 
Their combined number of stockhold- 
ers approximates 750,000. Each of 
these funds usually diversifies its in- 
vestments among 50 to 500 different 
corporate securities. These investments 
are constantly supervised by men ex- 
perienced in financial affairs. 

The inexperienced investor may in- 
vest from a few dollars to many thou- 
sands of dollars in the shares of any of 
these funds and obtain at a small cost 
the principal benefits that otherwise are 
usually available to only large inves- 
tors. In no event, however, should a 
corporation definitely recommend these 
or any other specific securities. Such 
recommendations should be left entire- 
ly to the retail securities dealer. 


Utility Companies Can Lead the Way 


HERE is probably no major indus- 

try where the equity capital situa- 
tion is so important, or the threat of 
socialization so constant, as is the case 
with the electric power and light indus- 
try. Nor is there any industry so 
favorably situated by its very nature to 
deal with a mass market, with people 
in every economic circumstance. Nor is 
there any other industry, with the pos- 
sible exception of the telephone indus- 
try, which already has in existence so 
many channels of communication with 
so many of our people, which at but 
slight cost could in part be employed in 


. explaining to so many people the ad- 


vantages of prudent investment of sav- 
ings in corporate securities. 
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Savings of Individual Citizens 


. _— 1948, gross liquid savings of our individual citizens, as estimated 

by the Securities and Exchange Commission, amounted to $11.8 

billion. Of this amount $700,000,000 went into savings and other bank 

deposits and building and loan associations; $2.1 billion into govern- 

ment and municipal bonds; $3.4 billion into social security payments; 

$3.6 billion into life insurance premiums; and only $2 billion into cor- 
porate bonds, preferred and common stocks.” 





The possible employment of each of 
these channels will be discussed in turn. 
They include employee and customer 
house organs, the corporate annual re- 
port, monthly consumer bills, quarterly 
dividend checks, local newspaper and 
radio consumer advertising, associa- 
tion advertising, public speeches by 
company executives, and a possible 
monthly national consumer magazine 
for the industry. 


HE author in this article is not at- 
tempting to outline a detailed plan 
of procedure but is merely suggesting 
a few general methods which might be 
employed by the utility industry at a 
nominal cost, the combined impact of 
which could become extremely potent. 
House Organs. Most utility com- 
panies publish employee or customer 
house organs or both, usually each 
month. It is suggested that each issue 
of such publications contain a column 
by a qualified financial writer devoted 
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to thrift and the advantages of invest- 
ment in the securities of business cor- 
porations. They would show how such 
investments would provide liberal in- 
come returns, chances for capital gain, 
and how they would protect the 
people’s primary source of income; #.e., 
their income from salary and wages. 
These articles would be simply written, 
would follow a definite pattern, and 
gradually educate the public in the 
fundamentally simple, economic work- 
ings of our profit system and the selfish 
reasons for having a definite ownership 
interest therein. 

The Corporate Annual Report. A 
brief paragraph could be added stress- 
ing the need for equity capital and the 
advantages of prudent investment in 
corporate securities generally. 

Monthly Consumer Bills. Messages 
accompanying these bills could stress 
the huge capital investments necessary 
to produce an abundance of electricity 
at such low prices compared to other 
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cost-of-living commodities, and tell 
how this is made possible by the invest- 
ment of the savings of thousands of 
ordinary people. 

Quarterly Dividend Checks. Leaflets 
accompanying these could remind the 
stockholder that his investment has 
helped make possible better living con- 
ditions for many tHousands of his 
friends and neighbors by giving them a 
cheap abundance of electricity which 
has helped do away with so much of the 
drudgery of life. He could be informed 
that such prudent investment in cor- 
porate securities generally is one of the 
most important social contributions 
that can be made to his fellow man. 

Consumer Advertising. A_ series 
of brief paragraphs and slogans could 
be developed for insertion in news- 
paper consumer advertisements and for 
spot use on radio programs urging the 
advantages of thrift and the prudent 
investment of savings in stocks and 
bonds of American corporations. 

Association Advertising. The ad- 
vertising of the electric operating 
companies now appearing in national 
magazines and on the air could con- 
tain the same brief appeals suggested 
for the local consumer advertisements. 

Public Speeches. Utility executives 
are constantly making speeches before 
all sorts of local and national groups 
which are widely quoted. Whenever 
possible, these speeches should contain 
some reference to the equity capital 
problem and the advantages of prudent 
investment in industrial stocks and 
bonds. 

A Monthly Consumer Magazine. 
There is a definite place for such a pub- 
lication in the electric industry. It 
could be produced and delivered in bulk 
to the operating companies at a cost of 


only a few cents apiece. It could be 
supported primarily by national adver- 
tising from appliance manufacturers, 
food companies, etc. This would be a 
home magazine of primary interest to 
women. It would be devoted primarily 
to the sale of load-building electrical 
appliances, better lighting, etc. It 
would also serve as a vehicle of eco- 
nomic and financial education in mod- 
erate and simple doses. Such a maga- 
zine should be published independent- 
ly of the industry but by an editorial 
and publishing group in whose intel- 
lectual and economic stability the in- 
dustry had complete confidence. 


N addition to the foregoing, the elec- 
tric companies should not overlook 
the importance of their present finan- 
cial public relations programs. News 
releases to the financial press should be 
continued and expanded. The security 
analysts should especially be kept more 
fully informed as to the progress and 
problems of the individual operating 
companies. This can now be con- 
veniently done through their several 
local and national associations. Their 
luncheon forums should be used when- 
ever invitations thereto are available. 
Informative advertisements in the 
quarterly Analysts’ Journal should be 
employed as consistently as space 
therein is available. More articles deal- 
ing with financial problems should be 
prepared by utility officials for use in 
the principal utility executive periodi- 
cals, and, incidentally, the utility com- 
panies should stop the “chain-refer- 
ence-reading”’ of these publications in 
their offices and see that they get into 
the homes of their key personnel where 
there is ample time to read and absorb 
the contents thereof. 
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While the above suggestions are ad- fronted with similar problems and 
dressed specifically to the electric utili- should similarly undertake every means 
ties, most of our other leading indus- at their disposal towards helping to 
trial corporations are generally con- build a nation of new capitalists. 





“a: are sometimes prone to regard our present state of 
political and social development here in America as 
something which sprang, like Aphrodite, full grown from the 
sea, Yet this is not so. 

“Politically, we have been constantly growing, as one in- 
stance will illustrate. From a system that approved slavery and 
minority suffrage we have progressed by stages to one that 
embraces universal suffrage. And this is a growth not yet ended. 

“Economically, we have grown from a small agrarian society 
to a great combined industrial and agricultural nation, Con- 
currently we have progressed from the sweatshop and the 72- 
hour workweek to more wealth, more leisure, and more 
economic well-being for the ordinary citizen, Nor, we believe, is 
this growth ended. 

“Curiously, at each stage in this development there have been 
prophets and seers who foretold the end of the day of growth. 
The continent is spanned, this or that industry is saturated— 
there are no more worlds to conquer. 

“We have such seers today. They are the National Socialists, 
the planned economy prophets. They are the revolutionists who 
want to overturn the free system so that the economy can be 
‘stabilized’ at what they conceive to be a pleasant Utopian 
— 

“The truth of the matter is that those who would end the 
free system—whether Communists, Socialists, national plan- 
ners, or some near relation—are revolutionists, regardless of the 
methods they advocate. And because they would substitute 
their own fixed idea of the ideal society, it is they who would 
kill growth. 

“The ‘conservatives’—those who would preserve the free 
system—are often castigated as being opposed to progress. 
Yet they, perhaps sometimes unknowingly, are the true pro- 
gressives because they have faith that society will continue to 
grow, economically and politically, if it is unfettered. Instinc- 
tively they feel that Statism is static. 

“All Utopias are static. The dreamers of a better world may 
not wish to keep the status quo, it is true; they would instead 
create some new status they think would be ideal and then try 
to maintain it, This philosophy permeates all planners from the 
land of Erewhon to the New Deal. 

“The blueprint drawers would ‘stabilize’ employment at such- 
and-such a level. They would stabilize production of this and 
that industry. They would stabilize consumer purchasing power. 
They would stabilize economic relationship between farmers 
and labor. They would stabilize foreign trade—and so on... 

—EpITORIAL STATEMENT, 
The Wall Street Journal. 
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Fringe Parking Aid 
In Solving Trafic Jams 


In connection with shuttle bus service, it has been beneficial in 

crowded urban communities, has relieved street congestion, and 

proved, says the author, a decided boon to the city’s appear- 
ance as well as an aid to merchants. 


By DAVID MARKSTEIN* 


ALTIMORE was either the first or 
one of the very first cities in the 
United States to set “fringe 

parking” lots in connection with shut- 
tle busses as a method for solving the 
terrific postwar traffic problem which 
has swept through virtually every city 
of the nation. Its success and opera- 
tion have been well described in a pre- 
vious article in this publication.’ What 
are the other cities doing about this 
possible solution? 

A plan that at one stroke benefits the 
entire city and pours added profits 
through the cash register of its down- 
town stores has been put into effect in 
Sacramento, California. In -several 
months’ successful operation, the plan 
has proved a decided boon both to the 
civic appearance of the city and to its 
merchants. 


*Writer of business articles, New Orleans, 
Louisiana. 

1“Perimeter Parking for Cities,” by Larston 
D. Farrar, Pustic Utmities FortNicHT Ly, 


Vol. XXXVIII, No. 10, p. 581, Nov. 7, 1946. 
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The plan is simple, and was de- 
veloped in an effort to do something 
about a bad municipal situation 
plaguing Sacramento. 

Like a great many other cities of 
the United States, the California 
capital has insufficient parking facili- 
ties for the thousands of automobiles 
that jam its business district every day. 
Workers were inconvenienced because 
there was no place to leave their cars. 
The busses that pour people into the 
business district were so crowded at the 
peak hours that the shoppers tended to 
ask themselves the old wartime ques- 
tion: “Is this trip really necessary?” 
The result of all this confusion and in- 
convenience was not only annoyance 
for the people who had to go into the 
commercial area every day, but a fall- 
ing off in the volume of the city’s 
downtown stores. The volume fell off 
simply because it was next to impos- 
sible to reach the stores, 

What could be done about it? 


to! 





FRINGE PARKING AID IN SOLVING TRAFFIC JAMS 


HE present plan is simple. “In 

order that Sacramento’s shoppers 
might be induced to leave their auto- 
mobiles home and come downtown,” 
explains A. S. Dudley, secretary-man- 
ager of the Sacramento Chamber of 
Commerce, “the businessmen in this 
area agreed to reimburse customers 
who would use the busses. 

“Persons riding the busses are given 
a pink slip by the conductor upon en- 
tering the bus. People making pur- 
chases at the downtown stores, in 
amounts of one dollar or more and pre- 
senting the ‘pink slip,’ are given two 
bus tokens. In other words, they are 
reimbursed for bus _ transportation 
when they make purchases of a dollar 
or more and show the pink slip. 

“Newspaper stories and a limited 
amount of advertising signed by the 
businesses participating, together with 
display cards in windows and advertis- 
ing cards on the busses, were methods 
of educating the public to this plan. 

“The results have been so satisfac- 
tory that the plan continues in opera- 
tion.” 

That is one of the ways in which bus 
transportation has been used in con- 
junction with a plan to take part of the 
traffic load off “downtown” streets of 
America’s big cities. Since the end of 
the war, when unlimited gasoline sales 
showed traffic engineers the first warn- 
ing signs of a terrible traffic snarl to 
come, the merchants, the city fathers, 
and the transit utility executives of 
many large cities have faced the tough 
problem of how to halt the trend of 
shoppers to the suburbs, and relieve an 
almost immovable congestion of auto- 
mobiles, trucks, streetcars, and busses 
on the streets of the cities’ business dis- 
tricts. 
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HE problem was not confined to 

big cities alone. Even the smaller 
communities have felt it. The plain 
fact is that today’s streets were not 
made for today’s traffic, Too often—in 
our older cities — they were laid out 
for mule cart and horse and buggy 
traffic. At best, they were planned for 
the fewer and narrower automobiles of 
the twenties. 

Today’s longer, wider, and vastly 
more numerous cars have broken the 
back of the civic camel. He simply 
can’t tote any more. And there is more 
—not less—traffic coming. 

In desperation, the cities have turned 
to many expedients. Some have for 
bidden parking at all on their down- 
town streets. This had the effect of 
speeding the traffic flow to a great ex- 
tent. But it did not go all the way. The 
merchants naturally did not like it as a 
solution unless it was accompanied by 
some provision for sufficient off-the- 
street parking, since the result was to 
drive the shoppers, who furnished their 
daily bread and cake, out of the main 
shopping area and into the suburban 
stores that competed with them. The 
shoppers and workers of the business 
districts were seldom happy. 

Other towns have attempted to set 
up parking facilities out of the business 


* district. But this was a useless gesture 


unless a special provision for trans- 
portation accompanied it. In some 
towns, the big stores set up their own 
parking lots—and discovered that they, 
too, needed bus transportation to carry 
the customers “into town.” 


a3 city fathers from Maine to 
California have found themselves, 
in the end, forced to the realization that 
the only solution lies in public trans- 


APR. 28, 1949 








PUBLIC UTILITIES FORTNIGHTLY 


portation. That’s why the bus is prov- 
ing to be the traffic engineer’s white 
hope. 

A survey made of 63 cities over the 
United States shows that bus trans- 
portation — usually in the form of 
shuttle schedules from a fringe lot, but 
sometimes operated in the manner of 
the Sacramento plan—is clearing the 
streets of their jammed-up traffic 
snarls, and making it pleasant for the 
citizens to “go downtown.” 

A questionnaire on the results, ex- 
periences, and plans used by cities and 
transit utility companies to operate 
busses as traffic unsnarlers, was sent to 
the 63 utilities. Replies were received 
from 31 of them (for a nearly 50 per 
cent return). 

Briefly, the survey showed that 5 of 
the 31 towns operate fringe or other 
parking lots connected with the main 
business district by public transit. But 
the pay-off is in the fact that 11 more 
cities are presently considering such 
plans as the solution to their traffic 
jams. 

The survey asked twelve questions : 

“1, Has a ‘fringe’ parking lot been 
set up outside your city’s main busi- 
ness district? 

“2. Do you operate a shuttle bus to 
and from it? 

“3. Is such a plan under considera- 
tion for the future? 

“4, Is the plan working out success- 
fully? 

“5. If not, what seems to be the 
trouble? 


“6. Have you any rough idea how 
much traffic has been taken off the 
downtown streets by the plan? 

“7. Does it aid rush-hour conges- 
tion? 

“8. Do streetcars and busses on 
regular runs make better time because 
of less congestion? 

“9. Who finances the lot? Who op- 
erates it? 

“10. Are parking lot and shuttle bus 
charges combined ? 

“11. Are the busses well patronized? 

“12. What’s been done to promote 
the service?” 


HE first and second questions 

showed only five firms using pub- 
lic transportation at present to relieve 
their traffic snarls. The real picture, 
however, is in the answers to question 
number three, to which an additional 
eleven checked the space for “yes” to 
indicate that plans for fringe parking 
are under consideration. 

Only two of the utilities checked 
“no” opposite question number four 
to indicate that the shuttle bus idea 
wasn’t working out to be such a hot 
idea. One of these was the Capital 
Transit Company of Washington, D. 
C., which pointed out that “The lots 
are too near the business district. 
Shuttle service is too slow due to traffic 
congestion. Parking and bus rates are 
too high to offer an inducement.” The 
same company hazarded a guess—in 
reply to the next question—that “0 per 
cent” of the traffic had been taken off 
the streets. 


that bus transportation—usually in the form of shuttle 


q “A SURVEY made of 63 cities over the United States shows 
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the citizens to ‘go downtown. 
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Another transit firm reported that 
its shuttle bus operation was being 
partly discontinued because it operated 
at a deficit. 

With the exception of these two, the 
utilities that have tried it report that 
busses shuttling back and forth to an 
out of the district parking lot have re- 
sulted in relief of the traffic snarls, and 
better scheduling of regular run street- 
cars and busses. 

Who operates and finances the lots? 
In one case, it is a separate corporation. 
In another, the city does the parking. 
Utility companies themselves run the 
remainder. Except in one city, the fee 
for parking includes a round-trip 
ticket on the busses. 


| poning parking, the survey indi- 
cated, has been advertised by both 
the utilities and the downtown mer- 
chants it helps so much. 

Philadelphia, according to C. C. 
Schaefer, director of timetables and 
traffic for the Philadelphia Transporta- 
tion Company, has a workable plan that 
departs somewhat from the standard 
shuttle bus and fringe lot idea. He re- 
ports: 

“We do not have shuttle bus service 
operating between the central business 
district of the city and outlying points 
at which parking fields have been estab- 
lished. 

“We do, however, maintain two 
parking fields, one adjacent to the west- 
ern terminus of the Market Street Sub- 
way Elevated Lines, and the other at 
the northern terminus of the Frank- 
ford Elevated. These parking fields 
are owned and operated by the com- 
pany, and a park and ride ticket is is- 
sued to each passenger parking. The 
cost of this ticket is 35 cents, which in- 
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cludes two attached coupons, each of 
which is good for a 10-cent ride on the 
subway elevated line in question. The 
parking charge under. this arrangement 
is 15 cents. 

“The average number of vehicles 
parked at the terminus of the Market 
Street Elevated Line ranges between 
360 and 500 per day, and at the 
terminus of the Frankford Elevated be- 
tween 300 and 400.” 


| ie New Orleans, the city’s officials 
saw trouble coming when the war 
ended. Their first idea was to prohibit 
parking on the streets of the main busi- 
ness district. Immediately, protests 
poured in from businessmen, shoppers, 
workers, and every segment of the 
driving public. So city officials sat 
down to seek an answer with executives 
of New Orleans Public Service, Inc., 
the local utility, and the downtown mer- 
chant. 

They found it in fringe parking. A 
municipal lot, owned and operated by 
the city, was thrown open for shopper 
parking. It is located at the Municipal 
Auditorium, just outside the fringe of 
big stores. Until it became a shoppers’ 
parking lot, it was used only on nights 
when the auditorium was busy. 

The present plan calls for a low park- 
ing charge—35 cents—which includes 
round-trip transportation from the lot 
to the Canal street area. Additional 
shoppers’ bus rides can be had for a 
5-cent token. (New Orleans’ regular 
bus and streetcar fares are 7 cents.) 
These tokens are available at the lot 
and in downtown stores. 

The Jacksonville Coach Company, 
of Jacksonville, Florida, reports that 
no fringe parking plan is in operation 
now, but that “we probably will” do 
APR. 28, 1949 
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Fringe Parking in New Orleans 


* iy New Orleans, the city’s officials saw trouble coming when the war 

ended. Their first idea was to prohibit parking on the streets of the 

main business district. Immediately, protests poured in from business- 

men, shoppers, workers, and every segment of the driving public. So city 

officials sat down to seek an answer with executives of New Orleans 

Public Service, Inc., the local utility, and the downtown merchant. They 
found it in fringe parking.” 





something along the line of busses to 
relieve traffic congestion. 

According to S. M. Lanham, direc- 
tor of planning for the Los Angeles 
Transit Lines, fringe parking “has 
been discussed, but no definite steps 
taken now.” 

In Atlanta, Georgia, the Georgia 
Power Company also has such a plan 
“under consideration.” The Des 
Moines Railway, of Des Moines, Iowa, 
likewise is considering fringe parking 
with shuttle busses. 

In Bangor, Maine, the local chamber 
of commerce is working with the Pe- 
nobscot Transportation Company on a 
fringe plan. The company reports that 
“although no definite solution has been 
reached, we hope to work with them 
(the city) on such a plan.” 

From Lancaster, Pennsylvania, the 
Conestoga Transportation Company 
likewise reports an off-the-street park- 
ing setup under consideration. 

In Kansas City, Missouri, the Kan- 
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sas City Public Service Company “has 
had fringe parking under considera- 
tion for some time, but not much done 
about it to date.” 


A’ apt question was put by P. J. 

O’Neill of the Community Trac- 
tion Company, Toledo, Ohio: “Who 
will subsidize the operation?” Fringe 
parking is also under consideration 
there, 

The promotion of the fringe parking 
facility is usually a codperative job. It 
is as important to the merchants of a 
downtown area as it is to the city offi- 
cials and the utility company. Utilities 
usually lend their “regular” promo- 
tional facilities, such as take-one leaf- 
lets in other cars and busses, and car 
card space, to the venture; and, in most 
cases, the merchants and other busi- 
nessmen who benefit from an increased 
flow of customer traffic do the news- 
paper advertising. In New Orleans, 
most stores carry a continuing slogan 


542 





FRINGE PARKING AID IN SOLVING TRAFFIC JAMS 


in their ads : “Ride the Shoppers’ Bus.” 

Although it was not done by a pub- 
lic utility, the solution worked out by 
A. Harris and Company, Dallas depart- 
ment store, is interesting. It has most 
of the features of the off-the-street 
idea, but it is a promotion, not a serv- 
ice. The A. Harris Company built its 
own out of the business district lot, and 
operates a bus service from it to the 
store’s front door. There is a nominal 
charge for parking and for the bus ride. 
But in consideration of a minimum 


purchase made at A. Harris, the 
charges are remitted. 

In Atlanta, Rich’s, one of the city’s 
large stores, built a garage, and oper- 
ates it under a somewhat similar plan. 
Shoppers’ purchases there can be left in 
the department, and delivered to the 
customer’s car instead of to his home. 

But, however it is worked, the park- 
ing solution in nearly every case in- 
volves public transportation to and 
from the parking space. The bus is the 
traffic engineer’s white hope. 











4 igor po Truman, Henry Wallace, the Communists, 

and anyone else who wants to pick a whipping boy de- 
nounces Wall Street. They try to convey the assumption that the 
wealth, the power of money, the lending power of the United 
States, is in Wall Street. That might have been true forty years 
ago. It is not true today. There is no such entity as Wall Street. 
The big companies are widely owned and are generally, for 
better or for worse, controlled by their managements. 

“The lending power of the United States is primarily con- 
centrated in the government of the United States; in the Fed- 
eral Reserve system, the RFC, the ECA; in the Export-Import 
Bank ; Federal Crop Insurance Corporation; Rural Electrifica- 
tion Administration; Farm Credit Administration; Regional 
Agricultural Credit Corporation; Commodity Credit Corpora- 
tion, etc. It runs about thirty-seven agencies which have an 
investment of more than $10 billion and have liabilities of about 
$100 billion, 

“In a word, this country has to an astonishing extent social- 
ized the flow of capital, not only reducing the money power 
of Wall Street but in some areas altogether eliminating that 
famous street, ... 

“Wall Street has become a myth. The biggest new business 
of our time—the various Kaiser industries—has been financed 
more by the government than by private banks. So, Mr. Tru- 
man, Henry Wallace, and the Communists had better pick on 
the RFC, the Export-Import Bank, and ECA, than on Wall 
Street, And it might consider what part politics plays in lend- 
ing these days.” 
—GeorcE E. SoKOLsky, 

Columnist. 
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Why Not States’ Rights 
For the Columbia Valley? 


The coérdinated plan of conservation and development of the 

natural resources of the region by existing agencies believed by 

the author to be superior to proposed exploitation by a Federal 

authority of three men to be imposed upon the people of the 
Pacific Northwest. 


By DANIEL B. NOBLE* 
SECRETARY-MANAGER, PACIFIC NORTHWEST 
DEVELOPMENT ASSOCIATION 


ost of the pioneers in this re- 
M gion who have been working on 
the resource program within 
the last half century realize that the 
combined efforts of citizens and groups 
of citizens working with established 
agencies have resulted in remarkable 
progress in the development, conserva- 
tion, and utilization of our vast nat- 
ural resources. They know that Con- 
gress, which provides funds for all 
Federal works, has now authorized 
projects that will involve an additional 
expense of over a billion dollars in this 
region. 
They know that existing laws relat- 


*For personal note, see “Pages with the 
Editors.” 
APR. 28, 1949 


ing to the development and conserva- 
tion of our vast natural resources have 
been made over the years and recognize 
fully the rights and interests of the 
states to protect the rights of the 
people in the use of their land and 
water. They feel that these laws 
should not be superseded or repealed. 
These pioneers have found that the 
Federal agencies, as a whole, have been 
efficient and reliable. They know that 
these agencies have created a Columbia 
Basin Inter-Agency Committeethrough 
which the codperation needed among 
Federal, state, and local governments 
can be secured. They believe that no 
radical change should be made in the 
part the state and Federal govern- 
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ments play in advancing the economic 
growth of the Pacific Northwest. They 
maintain that the development of our 
natural resources should continue un- 
der the present system without the 
stifling of private initiative and with- 
out further socialization of private en- 
terprise through the extension of gov- 
ernment control and ownership of 
agriculture, industry, and the regi- 
mentation of labor. 


Coéperation under States’ Rights Plan 


U™= existing plans, codrdination 
and understanding are actively en- 
couraged in our organizations, cities, 
and states to create unity in developing 
plans and the construction of projects, 
all of which are being molded into a 
comprehensive program for regional 
development. This method, which has 
progressed for years, is rapidly being 
integrated into a greater Columbia 
River Basin Plan. This plan, worked 
out by many of America’s greatest en- 
gineers, scientists, and technicians, 
conforms to laws laid down and passed 
by Congress as the result of years of 
experience and by the states of the 
Pacific: Northwest. The 1944 Flood 
Control Act provides authorization for 
the Federal agencies to further codrdi- 
nate their efforts and further integrate 
this Codrdinated States’ Rights Plan 
which is being put into effect by those 
responsible under existing laws. This 
plan is now before the governors of the 
states for their recommendation, fol- 
lowing which it will go to Congress for 
its approval. It is built specifically 
upon these sound principles provided 
for in thé present state and Federal 
laws: 


l THAT water and land resources will 
* be developed and conserved in an 


effective manner, in so far as humanly 
possible, for the best interests of the 
people of the Pacific Northwest and 
the nation, for present and future gen- 
erations. 


2 THAT laws, including water rights 

* of the United States and of the 
states, will be respected and followed 
and that these laws will not be relegated 
to ineffectiveness by general authoriza- 
tion measures or orders which nullify 
our property and human rights. 


3 THAT existing, experienced agen- 

* cies of government will continue to 
take the major part in making and 
carrying out the component parts of 
this plan which will continue to be sub- 
mitted to the people through their re- 
spective governors and at public hear- 
ings, for their consideration and 
recommendation according to existing 
laws. 


4 THAT the government will do only 

* those things in this resource con- 
servation and development program 
that private business enterprise is un- 
able and/or unwilling to do. 


5 THAT government will not seek to 

* destroy, regiment, and/or take over 
private business, jncluding agriculture, 
but will seek to aid, consistent with 
sound business principles, both agricul- 
ture and business to be healthier and 
stronger in the Pacific Northwest. 
That government agencies, supported 
by taxes, will not employ personnel for 
the purpose of conducting educational 
programs to socialize the basic or any 
other industries in the region. 


6 THAT power rates established by 
* government on government proj- 
ects be kept as low as possible, consist- 
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ent with sound business principles, in 
paying for the cost of commercial pow- 
er features of each project and a rea- 
sonable cost of irrigation projects be- 
yond the ability of the affected water 
users to pay this cost in accordance 
with existing laws, 


7 THAT water from and power gen- 
* erated with the Columbia river 
basin be utilized to the fullest extent 
in the Pacific Northwest. That no 
water or power be diverted to other re- 
gions without the consent of the people 
of the Columbia river basin states. 


g THAT government revenues from 

*the sale of power and other re- 
source products or services be paid into 
the United States Treasury and be ap- 
portioned by Congress according to the 
regular procedure of the appropriative 
process required of all departments of 
the government that receive such rev- 
enue. 


9 TuHat Congress, the source from 

* which funds are furnished to con- 
struct large projects, shall make final 
decision as to what projects shall be 
built and when they shall be construct- 
ed. That it continue the policy of con- 
structing first those that do the most 
good and the least harm to existing 
agricultural and business investments. 
The year 1949 should see this plan well 
understood, established, and adopted in 
the region. 


B* all economic, social, and health 
standards the Pacific Northwest 
without a valley authority has a bet- 
ter record than the TVA states before 
and during the 15-year jurisdiction of 
a valley authority, Our population 
increases have been greater, health con- 
ditions better, literacy ratings higher, 
and we have more electric power at 
lower wholesale cost and on a sounder 
pay-off basis. Columbia valley states 
rank among the first twelve in the na- 
tion in the number of farms using 
electric power. TVA states rank below 
thirty-fifth. Resource programs are 
better balanced, particularly on con- 
servation work, than in the TVA 
states. All projects having power fa- 
cilities are constructed on a basis 
whereby the cost of these features is 
repaid to the government. In addition, 
they are making a large contribution 
toward the development of our higher- 
cost irrigation projects. These great 
multipurpose projects are being con- 
structed as rapidly as funds are made 
available. With this kind of progress, 
our states’ rights American system is 
superior to an authority method of 
conservation and development. 
Despite the fact that by these demo- 
cratic processes we have made great 
progress in the Pacific Northwest, 
there are those who would scrap our 
present system and adopt a corporate- 
state, centralized-control administra- 
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Northwest without a valley authority has a better record 


q “By all economic, social, and health standards the Pacific 


than the TVA states before and during the 15-year jurisdic- 
tion of a valley authority. Our population increases have 
been greater, health conditions better, literacy ratings higher, 
and we have more electric power at lower wholesale cost and 


on a sounder pay-off basis.” 
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tion method of development by the 

creation of a Columbia Valley Author- 

ity. 

What a Columbia Valley Authority 
Would Be 


Jo pcnerees bills provide for the 
creation of a highly capitalized 
3-man government monopolistic cor- 
poration. These men are appointed by 
the President for a period of nine 
years. They report directly to him 
along with the regular Executive 
branches of government and about 
sixty other independent agencies. 
These corporation directors have broad 
discretionary powers to issue bonds, 
take over and operate private enterprise 
property, and do other. things which 
in their discretion they consider 
“necessary Or appropriate” to carry 
out the terms of the act and other laws 
of the United States. By these broad 
powers, backed up by the vast revenues 
from the business and industry they 
operate, if they choose, they can rele- 
gate existing laws to ineffectiveness by 
Executive order, solicitors’ opinions, 
and highly specialized propagandist de- 
vices as herein outlined in part: 


] To illustrate this blank-check type 
* of legislation, here are a few gen- 
eral authorizations quoted from the 
Mitchell CVA Bill, 79th Congress; 
Glen Taylor Bill, 80th Congress; and 
the Jackson Bill, present Congress. 
(Neither Congressman Jackson nor 
Mitchell represents a district within 
the Columbia river basin.) (The 
new Mitchell or administration bill is 
not available as yet.) (Italics added.) 
“Shall have power to acquire such 
real and personal property and any in- 
terest therein as in its judgment may 
be necessary or appropriate to carry 
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out the purpose of the corporation un- 
der this act or any law of the United 
States.” 

“Shall have power to enter into such 
contracts and agreements and to exer- 
cise such powers and to do such things 
as it may determine to be necessary 
or appropriate to carry out laws now 
and hereafter conferred upon it by 
law.” 

“Shall have power to buy and con- 
struct generating and transmission fa- 
cilities deemed by it necessary or 
appropriate to supply existing or 
potential markets.” 

“Shall have power to develop and pro- 
vide such methods of land and water 
utilization as the corporation deems 
necessary or appropriate to prevent 
and abate floods and droughts.” 
“Revenue bonds shall be issued in such 
manner and amount and sold at such 
prices and in such manner as may be 
prescribed by the corporation.” 


It is also authorized to buy revenue 
bonds in the open market at any time. 

The Supreme Court in its decision,” 
March 25, 1946, held that the TVA 
Act should be liberally interpreted. It 
has been unwilling to rule as to whether 
or not discretionary powers of the 
authority were properly or improperly 
used. If such is the case, these broad 
powers open the gates for the corpora- 
tion to do almost anything it desires. 


2 Att Columbia Valley Authority 

* bills are patterned after the TVA. 
The commercial features (govern- 
ment-in-business) of TVA are not on 
a sound pay-off basis. Power and other 
business in which the authority en- 
gages are highly subsidized at the ex- 
pense of all the taxpayers of the na- 
tion. This unfair competitive subsidy 
is a definite step toward nationalization 


1 United States ex rel. Tennessee Valley 
av v. Welch (1946) 327 US 546, 90 L ed 
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Electrified Farms in Columbia Valley 


<4 Dyes valley states rank among the first twelve in the nation in 

the number of farms using electric power. TVA states rank be- 

low thirty-fifth. Resource programs are better balanced, particularly on 

conservation work, than in the TVA states. All projects having power 

facilities are constructed on a basis whereby the cost of these features is 
repaid to the government.” 





of these industries and is a program of 
encroaching Socialism. 


3 A VALLEy authority is not sub- 

* ject to local taxes, It can make pay- 
ments in lieu of taxes but local people 
have no control whatsoever over what 
the authority does. Only the Presi- 
dent, and in its early life Congress, can 
exercise control over an authority. 
This lack of local control is what 
caused America to break away from 
Great Britain and is an un-American 
procedure. The authority can say 
“will you?” as it has mostly done in 
TVA now on trial; or it can say “you 
will” when it gets better control of 
Congress, as it is gradually doing with 
only one valley authority now in ex- 
istence. 


4 A CVA, according to all bills thus 

* far proposed, would not be sub- 
ject to the regular procedure of the 
appropriative processes required of all 
other government agencies. By this is 
meant that the corporation can take 


revenue received from the sale of 
power or any other industry in which 
it engages and use this money to do 
things which it considers necessary or 
appropriate. It could subsidize organi- 
zations, organization leadership, edu- 
cational institutions, or any group in 
the area if it considered it might con- 
tribute toward aiding its cause or ad- 
vancing its ideology. Through such 
practices, plus employment of highly 
skilled propagandist devices, it would 
have a profound influence in directing 
the thought of the region. 


Control in a Few Men Dangerous 


HEN we realize that the income 

from Federal power alone in the 
region now amounts to nearly $30,- 
000,000 annually and will increase 
rapidly from year to year as more proj- 
ects are constructed until it reaches 
$250,000,000, and when we realize 
that the capital outlay of a corporation 
having control of all the resources of 
this region will amount to an estimated 
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$10 billion, this is a vast amount 
of money to turn over to three men. 
Mr. Lilienthal, chairman of the Atomic 
Energy Commission, said “Those who 
control energy, control people.” If the 
powerful 3-man monopoly chose to be 
despotic, it could control the lives and 
economy of the people of the Pacific 
Northwest. No one, running for elec- 
tion to Congress, would have a chance 
to be elected if he opposed such a pow- 
erful group. The Congress would be 
subservient to the authority. No gov- 
ernor would oppose a_ benevolent 
authority. No governor would dare to 
oppose a despotic authority if he 
wanted to be elected. If eight more 
valley authorities are created in the 
United States, as proposed in the Ran- 
kin Bill, the President and his twenty- 
seven authority directors would have 
complete control over the people. 


5 THE authority corporation, con- 

* sisting of three men appointed for 
nine years, is not subject to Civil 
Service regulations. If Civil Service is 
good for other agencies of govern- 
ment, it should be good for valley 
authority corporations. This, in it- 
self, would give the authority wide 
latitude in the selection of employees 
who would be chosen on the basis of 
their ideology instead of ordinary 
efficiency-rating standards required of 
regular departments of government. 


4 THE CVA, if created as proposed 

* and operated after the pattern of 
the TVA, would be a continuation of 
encroaching Socialism, The authority, 
as demonstrated by the TVA, is au- 
thorized to socialize the power industry 
and to go into any other business it 
considers necessary or appropriate to 
carry out the terms of the act or any 
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other law of the United States. Accord- 
ing to competent testimony in the 
hearings on the Murray Bill, S 555, 
presented to the 79th Congress, the 
TVA has delved into some twenty dif- 
ferent kinds of businesses ordinarily 
handled by private enterprise. 

The CVA, if the directors chose and 
if it should be approved by the Presi- 
dent, could socialize the entire lumber 
industry of the Pacific Northwest. It 
could use the proceeds from the sale 
of lumber to do anything it considered 
necessary or appropriate to further its 
experiment of encroaching Socialism. 
It might have to get its propagandist 
devices working to build up strong 
prejudices against the lumber industry 
as it has against the power industry 
before attempting it. If the CVA 
thought it necessary or appropriate to 
carry out the terms of the act, any 
business or industry would be in 
jeopardy if, in the judgment of the 
three directors, they considered it 
necessary, appropriate, or needed to 
advance the cause of valley author- 
ityism. This is encroaching Socialism, 
the gradual destruction of the private 
enterprise system. 

The CVA is strongly advocated by 
the Communist party, the Taylor 
Progressive party, leaders in the 
Socialist party and some political 
leaders in the two major parties. Nor- 
man Thomas stated in his speech in 
Memphis in 1944 that “The TVA ex- 
emplifies what Socialism might do and 
the technique it would use in the proc- 
ess.” The Progressive Citizens of 
America, in their 1948 Convention, 
openly advocated the valley authority 
as a means of socializing the basic in- 
dustries in America. All organized 
radicals who are trying to destroy our 
APR. 28, 1949 
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American business system and our 
form of government are advocates of 
valley authority legislation. 


7 Ir the CVA were created, all water 
* rights would be in jeopardy. The 
corporation directors, if they consid- 
ered water from upstream irrigation 
projects in Idaho, Wyoming, and 
Montana more valuable for the genera- 
tion of hydroelectric power or flood 
control or other purposes, for the more 
heavily populated downstream areas in 
Washington and Oregon, could con- 
demn the upstream water rights in 
order to supply the power and flood- 
control demands, and vice versa. The 
only recourse for the owners would 
be to fight it out in the Federal non- 
jury courts in the headquarters city. 
By similar procedure, if the 3-man au- 
thority considered it necessary, appro- 
priate, desirable, practical, or per- 
sonally or politically expedient to di- 
vert the water from the Columbia and 
its tributaries to California or other 
regions, it could do so without the 
consent of the people of the region. 


g A CVA would give three men, 

* politically appointed by the Presi- 
dent, complete control over the vast 
resources of the region. Those who 
have worked with the Corps of Engi- 
neers, Bureau of Reclamation, Geologi- 
cal Survey, Soil Conservation, and 
Forest Service and all other agencies 


charged by law with the responsibility 
of the conservation and development 
of our vast natural resources are well 
pleased with the work. They have 
demonstrated their skill and respon- 
sibility in building great dams, such 
as Grand Coulee and Bonneville, in de- 
veloping large and small irrigation 
projects, in conserving soils, in ad- 
ministering our national forests, and 
in doing other specialized jobs in the 
field. It would be nothing short of 
criminal ingratitude to turn the work 
of this highly skilled group over to an 
untried political dictatorship. 

These agencies are making plans 
from year to year and are doing a good 
job in coordinating their activities 
through interagency committees. They 
are establishing a codrdinated Colum- 
bia River Basin Plan. If there is some 
inefficiency, it is due to poor adminis- 
tration by the Executive branch of the 
government. If there is a little over- 
lapping of effort, the competition and 
rivalry between the agencies is con- 
ducive to greater efficiency. This is 
safer and superior to a streamlined 
dictatorship in resource administration 
such as that employed by socialistic or 
communistic government. 


9 IF a valley authority with all its 

* socialistic features is good for one 
section of the United States, why is 
it not good for the entire nation? Why 


& 


make payments in lieu of taxes but local people have no con- 


q “A VALLEY authority is not subject to local taxes. It can 


trol whatsoever over what the authority does. Only the 
President, and in its early life Congress, can exercise control 
over an authority. This lack of local control is what caused 
America to break away from Great Britain and is an un- 


American procedure.” 
APR. 28, 1949 
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not nine valley authorities and twenty- 
seven politically appointed directors 
with power to control and take over 
resource and resource industries blan- 
keting the entire nation under the 
dictatorship of the President ? Why not 
make the socialization of power and 
other basic industries a national issue 
instead of using the piecemeal method 
of encroaching Socialism by taking 
over one industry at a time and one 
region at a time? 

The issue of giving blanket authori- 
zation to socialized basic industries and 
thus making drastic changes in our 
present form of government should be 
put before the people in a direct man- 
ner; it should not be camouflaged in a 
70-page valley authority bill designed 
to control floods and develop resources. 


A CVA can do all its work by 
* force-account labor (day labor) 
if the directors chose to use this 
method. The TVA had over 40,000 
employees on its payroll at one time. 
Because of its greater size and re- 
sources, the CVA would require, by the 
use of TVA methods, over 200,000 
force-account government employees 
to carry out and complete the program 
under way. This concentrates workers 
for the government and away from 
the private enterprise system; it is a 
dangerous trend toward regimentation. 
Competition by competitive bids is the 
most satisfactory and efficient method 
of handling such types of work and is 
the basis on which our private enter- 
prise is built and should be used when- 
ever possible. Organized labor would 
do well to study the result of social- 
ized industry in England and com- 
munized industry in Russia to see if 
their interests are best served when 


10 
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they, and nearly everyone else, works 
for government rather than for private 
business, 


Not a Plan of Resource Development 


CoLtumBIA VALLEY AUTHORITY is 
nota plan to conserve and develop 
our natural resources. It is a central- 
ized form of government administra- 
tion, without local control and rep- 
resentation to take over and operate 
resources and their development. It is 
a type that can, if the authority di- 
rectors desire, nullify in one way or 
another all home-rule principles set 
forth in the Codrdinated Columbia 
River Basin Plan. 

Documented information will sub- 
stantiate statements in this article. 
W. V. Howard’s book, Authority in 
TV A-Land, published by the Frank 
Glen Publishing Company of Kansas 
City, Missouri, is the work of a geolo- 
gist who lives in Dover, Tennessee. 
The analysis of valley authority bills 
by such able and qualified men as J. K. 
Cheadle, Spokane, Washington; J. 
Ward Bannister and Clifford Stone, 
Denver; Lachlan Macleay, St. Louis; 
E. W. Rising, Nampa, Idaho; Judge 
Robert W. Sawyer, Bend, Oregon, 
and others will be found enlightening. 
“The Hidden Red Ink in TVA’s 
Books,” by John Flynn in the Decem- 
ber, 1947, issue of the Reader’s Di- 
gest; the “Report of the Portland City 
Club on CVA,” Robert Ormand Case, 
chairman; the Hearings before a Sub- 
committee of the Committee on Public 
Works, United States Senate, 80th 
Congress on S 1277; the Report of the 
Missouri State Commission to Study 
TVA; and many other references of 
documented information confirm this 
analysis. 
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Continuation of Encroaching Socialism 
ws HE CVA, if created as proposed and operated after the pattern 
of the TVA, would be a continuation of encroaching Socialism. 
The authority, as demonstrated by the TV A, is authorized to socialize 
the power industry and to go into any other business it considers NECES- 
SARY OR APPROPRIATE fo carry out the terms of the act or any other law 
of the United States.” 





, I ‘HE extensive Hearings of the 


Subcommittee on Irrigation and 
Reclamation on MVA Bill, S 555, in 
the 79th Congress, is also a revealing 
source (Report No. 639, page 22, 1). 
The creation of an MVA is said to 
amount to the welding of economic 
and political powers resulting in noth- 
ing short of autocracy. It would mean 
the substitution of arbitrary powers 
for democratic processes. It would 
mean the creation of a superstate 
neither Federal nor state, and not con- 
templated by our Constitution. It 
would subject the social, cultural, and 
economic welfare of the Missouri basin 
to the dictates and whims of a 3-man 
board, not responsible to the people, 
and largely irresponsible to the Con- 
gress itself. 

It would constitute a virtual abdica- 
tion by the Congress in favor of gov- 
ernment by Federal corporations 
wielding autocratic powers. It would 
challenge the state sovereignty and de- 
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stroy systems of laws, both state and 
Federal, under which western agricul- 
ture has grown and prospered. It 
would throttle in the West the Recla- 
mation program which has been 
prosecuted through the years by an ex- 
perienced agency and which has met 
with the approval of Congress and of 
the people directly affected, It would 
permit a 3-man board to avail itself 
of trust funds created for reclamation. 
It would be an incursion into an un- 
charted field of vast expenditures of 
public funds and of experimentation 
under a board unencumbered by the re- 
straints that a democracy should erect 
against the agencies of government. 
This report was signed by Senators 
Overton, O’Mahoney, Gurney, and 
Butler. 


Centralized Power Road 
To Totalitarianism 


W?: must remember the oft-quoted, 
often-described example of TVA 
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which has been on trial this past fifteen 
years under reasonably good manage- 
ment. The three directors can use their 
centralized power despotically if they 
choose to do so. There is no assurance 
that future TVA or CVA directors 
would not do so. We must remember 
that CVA proponents can make exag- 
gerated promises for their system of 
government administration, After all, 
human nature is pretty much the same 
in government and out. It is common 
sense to stick to the check-and-balance 
system of government with as much 
local control as possible under our rep- 
resentative system. It is safer to pro- 
tect the profit-incentive, competitive 
system against the encroachments of 
a centralized power that can use that 
power despotically if it chooses to do so. 
Socialists, in the guise of helping the 
common man, also make great prom- 
ises. We must remember the immediate 
effects of Socialism, government 
spending, government subsidy, govern- 
ment-do-everything, are stimulating 
and inviting, but we must also remem- 
ber that these same promises of secu- 
rity are the same route that has led 
many other countries to Socialism, then 
Facism or Communism, totalitarian- 
ism, and destruction. 


— we must remember that 
eternal vigilance, service, sacrifice, 
ad good old-fashioned hard work are 
the price of freedom. If we want to 
save America from this trend of en- 
croaching Marxianism, we cannot 
straddle the fence on issues of this kind 
or any other issue that is taking over 
or destroying the competitive, profit- 
incentive American business system. 
This American private business enter- 
prise and our form of government are 
interdependent. If one is destroyed, the 
other goes with it. 

The above-described codrdinated 
plan of conservation and development 
of our natural resources by existing 
agencies of government is based upon 
the principle of individual and states’ 
rights. They recommend that this 
plan be approved by the governors of 
the Pacific Northwest states and 
adopted by our Congress. 

They urge, before any authority 
measures that would jeopardize the 
effectiveness of existing laws protect- 
ing state and individual rights and cen- 
tralizing control in a Federal corpora- 
tion of three men be imposed upon the 
people of the Pacific Northwest, that 
it be put to a vote of the affected 
citizens. 





‘4 


rendered. ™ 


HE ba of a profit must be recognized for what it 
is; a proper compensation for risks taken and Services 


ustry should abandon its apologetic attitude in 





the discussion of profits. Honestly earned ina free and genuine- 
ly competitive market, profit performs the essential service of 
stimulating ever greater production of those items in greatest 
demand, and provides a large share of the capital required for 
financing the additional facilities required for increased pro- 
duction.” 

—B. E. HutcHINson, 

Chairman of finance committee, 
Chrysler Corporation. 
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The Compensation of 
Public Utility Commissioners 


While there has been some improvement since 1935 

in the salaries of these officials measured by dollars, 

taxation and inflation have operated to reduce their 
spendable income. 


_ By RAY GARRETT, Jr.* 


CC er we cannot secure 
and retain either commis- 
sioners or staff members of 

the caliber required for effective utility 

regulation without paying much higher 
salaries than are now paid.” This was 
the conclusion of C. O. Ruggles, pro- 
fessor of public utility management at 
the Harvard Graduate School of Busi- 
ness Administration, based on a study 
of the salaries paid by the various 
states to their public utility commis- 

sioners in 1935.? 

The problem of commissioners’ sal- 
aries is not only one of attracting com- 
petent men, but also one of enabling 
competent men to look upon the job 





*For personal note, see “Pages with the 
Editors.” 

1C. O. Ruggles, Aspects of Organization, 
Functions, and Financing of State Public 
Utility Commissions. Publication of the Gradu- 
ate School of Business Administration, Vol. 
XXIV, No. 2, April, 1937 (Business Research 
Studies No. 18) page 74, In this study, the 
District of Columbia is treated as a state. 
Delaware, having no state commission, is 


omitted. 


of state public utility commissioner as 
the long-term goal of a professional 
career without too great a personal 
financial sacrifice. It is not enough that 
the job of state public utility commis- 
sioner, although inadequately paid, be 
eagerly sought by competent men, if it 
is sought as a way station on the road 
to other things—sought, that is, for a 
short term because of the political or 
business or even professional oppor- 
tunities it offers for better future posi- 
tions. On the basis of such considera- 
tions Professor Ruggles concluded that 
state commissioners were much under- 
paid in 1935. Has the situation im- 
proved in the last thirteen years? 
Superficially there has been some 
improvement. Commissioners’ salaries 
have been increased in thirty-nine 
states, They have decreased in none. 
But the salaries paid in dollars are by 
no means the whole story. Considera- 
tion must be given to two factors 
which have appeared since 1935 and 
which operate to reduce the real spend- 
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Taste I 


SALARIES AND REAL SPENDABLE INCOME OF STATE PUBLIC UTILITY 
COMMISSIONERS: 1948 AND 1935 
‘ Per Cent 
Estimated Equivalent Per Cent Change in 
Federal Spendable Increase Real 
19481 Income Income in 19358 In Spendable 
State Tax 1935 Dollars Salary Salary 
$2, $15,000 10 % 
California 6 8,000 50 
New Jersey 12,000 0 
Pennsylvania 
Virginia 
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Ohio 
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Minnesota 
Vermont 
West Virginia 
South Carolina 
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South Dakota 
Alabama 
Arkansas 
Colorado 
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1 Data from Moody’s Public Utilities, 1948, page a59 (except for lowa and Wyoming). 
2 Data from Moody’s Public Utilities, 1935, pages a72-a73. 
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able income. These factors are income 
taxes and inflation. Accordingly, the 
accompanying chart and tables com- 
pare 1935 salaries of commissioners 
with those of 1948, after the 1948 sal- 
aries have been converted into real 
spendable income with the equivalent 
purchasing power of 1935 dollars. 


| 1935, the salaries of state public 
utility commissioners, like those of 
other state officers, were immune from 
the Federal income tax. By 1948, this 
immunity had been removed, and the 
salaries of commissioners were fully 
taxable. Whether the immunity was or 
was not desirable, certainly in any com- 
parison of commissioners’ salaries in 
1948 and 1935, the effect of the Fed- 
eral income tax must be taken into con- 
sideration. In Table I, an estimated 
Federal income tax has been computed 
for each salary based on standard de- 


e 


ductions, four exemptions, and a joint 
return, In some states the chairman of 
the commission receives a higher salary 
than do the other members. Table II 
lists these states and the extent of the 
variations. 

Many persons besides state public 
utility commissioners have been ad- 
versely affected by the present infla- 
tion. Yet in measuring whether prog- 
ress has been made since 1935 in 
achieving Professor Fuggles’ goal, 
this drastic reduction in purchasing 
power of the dollar cannot be ignored. 
The cost-of-living index of the Bureau 
of Labor Statistics has been used to 
measure this fall in purchasing power. 
The bureau uses the average prices for 
the period, 1935 to 1939, as 100, and 
100 has been used here as the price in- 
dex for 1935, although the bureau’s 
index for 1935 is 98.1. At the time of 
computation, the final average index 


Taste II 


SALARIES OF CHAIRMEN WHERE DIFFERENT FROM THOSE 
OF OTHER COMMISSIONERS 


Per Cent 
1935 Higher Than 1948 


5,000 


Per Cent 
Higher Than 
Others Salary Others 

20 $ 5,700 12 
12.5 Same as others. 
39 Same as os 


’ 
Same as others. 


Same as others. 
20 


Massachusetts 8,000 
Michigan 
5,000 


Same as others. 
Same as — 


North Carolina 
Pennsylvania 10,500 
South Carolina 


4,200 


Same as others. 


( Others — per diem.) 


6,000 
7,000 
14 9,000 
8,500 
150 5,500 
17,500 
7,200 
10,500 
5,536 
6,000 
3 10,000 . 
5 Same as others. 





1 Nevada’s commissioners other than the chairman are “part time” only, Each of 
the nee receives a different salary. In 1935: $2,000 and $1,000. In 1948: $2,750 and 


2Vermont’s commissioners other than the chairman are “part time” only. 
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PER CENT VARIATIONS FROM 1935 IN SALARIES AND IN REAL INCOME AS OF 1948 
1935 
0 


so _ 60 
Ne Je 


Conne le cent change in salaries 


20 40 60 80 100 120 


Pae from 1935 to 1948, in num- 
Kye bers of dollars. No salaries 
decreased in dollars. 


Me. 

Neb. 
R. I 
N. Yo ='The per cent change in real 
Lae income from 1935 to 1948. 
Mont Only Georgia and Missis- 
Mich. sippi increased in real in- 


Utah come. 
Nev. 
Masse 
Ne. Ce 
Wyo. 
Ind. 
Minn. 
W. Va - 
Ark. 
D. Co 
Tll. 
Colo. 
Mc. 
Iowa 
N. He 
Wis. 
S. De 
Ariz. 
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for 1948 was not available, so the aver- 
age index for the months of January 
through October of 171.1 has been 
used.* The January, 1949, issue of the 
Monthly Labor Review shows the 
November, 1948, index to be 172.2. 
The average index here used is certain 
to be lower than the final average for 
the year. 


A the accompanying tables and 
chart indicate, subjection to Fed- 
eral income taxes and inflation has so 
reduced the real spendable income of 
the commissioners that in only two 
states (Georgia and Mississippi) can 
it be said that the commissioners are 
better off financially as a result of sal- 
ary increases than they were in 1935. 
The decrease since 1935 in real spend- 
able income is 40 per cent or more in 
14 states and between 30 per cent and 
40 per cent in 13 states. In 8 states, 
the decrease is between 20 per cent and 
30 per cent; in 4, between 10 per cent 
and 20 per cent; and in 7, under 10 per 
cent. 

Emphasis on the degree of change 
in financial positions of the commis- 
sioners in the various states since 1935 
is not meant to obscure the importance 
of the great variations in the salaries 
paid by the different states, Table I 

2U. S. Department of Labor, Bureau of 


Labor Statistics, Monthly Labor Review, Vol. 
67, No. 6, December, 1948, page 688. 


lists the states according to salaries in 
dollars paid in 1948 in descending 
order. Inspection will reveal that the 
median salary is $6,000 and that the 
variation is from slightly over one-half 
the median (North Dakota, $3,300) 
to almost three times the median (New 
York, $16,500). States such as New 
York and New Jersey, in which the 
real spendable income has gone down so 
sharply, still pay salaries considerably 
higher than Georgia, for example, al- 
though Georgia is one of the two 
states which shows a positive improve- 
ment. 

And in spite of Mississippi’s rather 
striking rate of improvement, there 
are still thirty-three states which pay 
larger salaries, 


Py should go without saying that in 
evaluating the position of any par- 
ticular state, first importance must be 
given to the salary actually paid. New 
York commissioners, in spite of one of 
the highest rates of decline in real 
spendable income, remain the most 
highly paid. 

The present purpose, however, is to 
emphasize the effect of inflation and the 
removal of Federal tax immunity. 
Clearly, in the light of the facts as 
shown here, if Professor Ruggles was 
right as to 1935, he is even more right 
today, 





ad is high time that the government eliminate the contradiction in- 
volved in (1) developing policies which increase the demand on 
industry for production and in (2) imposing a tax structure which is 
well designed to discourage investment in industry, Certainly it does 
not make sense for the country to adopt international and domestic pro- 


grams which can be successfull 


implemented only by an enormous 


increase in production and, at the same time, impose stiff special tax 
penalties upon anyone who attempts to derive income by becoming a part 


” 


owner of American industry. 


—Sumner H. SLIcHrTse, 
Economist. 
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Washington and the 
Utilities 


A Shift in FPC Control 


HE recent 2-to-1 decision of the 

Federal Power Commission, au- 
thorizing the gigantic dual pipe-line pro- 
gram of Texas Gas Transmission Cor- 
poration and Texas Eastern Transmis- 
sion Corporation, brought to light the 
fact, temporarily at least, that Chairman 
Nelson Lee Smith and Commissioner 
Harrington Wimberly were still in a po- 
sition to exercise a controlling influence 
on controversial issues involving FPC 
regulatory policy. This came about as the 
result of the illness of Commissioner 
Draper and the continued delay in 
Senate confirmation of Commissioner 
Buchanan, which probably was a factor 
in Buchanan’s declining to participate in 
this important decision, 

Commissioner Olds, who has hereto- 
fore been regarded as the leader of the 
majority, composed of Draper and 
Buchanan, on such major natural gas 
policy divisions, found himself a lone 
dissenter. Commissioner Olds dissented 
first on grounds that the applicant com- 
panies had not made a sufficient showing 
of adequate natural gas reserves to sup- 
port the proposed service. The second 
point of his dissent was the refusal of 
the FPC majority to require that the 
companies do their financing through the 
sale of bonds at competitive bidding. Al- 
though he admitted that the FPC has no 
authority to regulate securities under the 
Natural Gas Act, Olds still thinks that 
the commission could attach such a con- 
dition to its grant of authority to con- 
struct the proposed pipe lines in such 
cases. 


HAIRMAN Smith and his associate 
failed to agree with Olds that the 
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commission could exercise, by indirect 
condition, a power which Congress so far 
has failed to give the commission for 
direct action; namely, the authority to 
regulate securities. Smith said he was 
always in favor of competitive bidding 
and that he still is always ready to join 
with other commissioners in asking Con- 
gress for authority to regulate securities 
under the Natural Gas Act. But until 
Congress does so, Smith failed to see 
that such considerations had anything to 
do with cases involving applications for 
authority to construct pipe lines. 

The total cost of the double program 
by both companies approaches $100,000,- 
000 and will make available interconnect- 
ed pipe-line facilities to carry natural gas 
from the east Texas, Texas Gulf coast, 
and north Louisiana areas for distribu- 
tion to gas companies in Kentucky, Ten- 
nessee, Indiana, Ohio, and Pennsylvania. 

Facilities authorized for construction 
by Texas Gas include 723 miles of 26- 
inch line from Lisbon gas field in 
Louisiana to a point near Middletown, 
Ohio; 110 miles of 20-inch line from the 
Carthage field in east Texas to the Lisbon 
field; a 32-mile lateral in Indiana from 
Madisonville to Evansville ; and 10 com- 
pressor stations with an initial installed 
capacity of 68,800 horsepower. Total 
estimated cost is $73,500,000. 

Construction proposed by Texas East- 
ern and authorized by the commission in- 
cludes 177 miles of 26-inch line extend- 
ing eastward from a point of connection 
with the Texas Gas facilities near Mid- 
dletown, Ohio; a 100-mile extension of 
the Little Big Inch line in Texas; 33 
miles of loop line near Beaumont, Texas; 
36 miles of loop line between Castor and 
Lisbon, Louisiana; and additional com- 
pressor facilities. Total cost of these 
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facilities has been estimated by Texas 
Eastern at $24,052,000, 


=o EASTERN was ordered by the 
commission to make natural gas 
available to Texas Gas at the Lisbon, 
Louisiana, connection in a volume of not 
more than 200,000,000 cubic feet a day. 
Texas Gas was ordered to make available 
to Texas Eastern at the Middletown, 
Ohio, connection 235,000,000 cubic feet 
a day plus any amounts not delivered to 
Louisville Gas & Electric Company dur- 
ing the first two years of operation of 
the facilities. 

In addition, Texas Gas was ordered to 
render service to distributing utilities up 
to the following maximum daily amounts 
in cubic feet: Kentucky Utilities Com- 
pany 2,500,000 for Paducah, Kentucky ; 
Corporation of Dyersburg, Tennessee, 
3,000,000 ; Madison (Indiana) Utilities 
Corporation 800,000; Lawrenceburg 
(Indiana) Gas Company 2,000,000 ; Ten- 
nessee Gas Company for Union City, 
Tennessee, 1,000,000; and Louisville 
Gas & Electric Company 20,000,000 dur- 
ing the first year of operation, 30,000,- 
000 in the second year, and 40,000,000 


thereafter. 
* 


Gas Producers Fighting 
FPC Control? 


Popeye Washington observers do 
not think the present session of 
Congress is likely to take final action ap- 
proving any of the pending bills to spell 
out limitations on FPC control over nat- 
ural gas production, hearings before a 
subcommittee of the House Interstate 
and Foreign Commerce Committee pro- 
duced plenty of argument to the effect 
that waste and nonproduction in the gas 
fields could be ended by such legislation. 

Testimony was taken before a special 
subcommittee, headed by Representative 
Oren Harris (Democrat, Arkansas). At 
least three bills—somewhat similar in 
design—were under consideration : Har- 
ris’ own bill (HR 1758) ; a bill (HR 79) 
by Representative Lyle (Democrat, 
Texas) ; and a bill (HR 982) by Repre- 


sentative Dolliver (Republican, Iowa), 
They are all more or less designed to put 
an end to FPC authority over inde- 
pendent production and gathering of 
natural gas, Representative Lyle, appear- 
ing as witness for his own bill, said: 


This . . . is the session of Congress 
to which the Federal Power Commis- 
sion, as well as every independent pro- 
ducer or gatherer of natural gas, has 
looked for positive legislation . . . 


Mr. Lyle accused FPC of “misinter- 
pretation” of the 1938 Natural Gas Act 
and declared that in hig part of Texas 
“there are more than 50 gas fields . 
shut in for lack of markets, primarily 
because the producers . . . have refused 
to enter into contracts with the Tennes- 
see Gas Transmission Company . . . and 
other similar pipe lines.” 

The reason, he said, is that “the pro- 
ducers . . . have the great fear—and it is 
justifiable—that they would be classed as 
natural gas companies by and under the 
jurisdiction of the Federal Power Com- 
mission.” 

The result is flaring of gas, “draining 
of gas reserves, failure of royalty own- 
ers, farmers, to obtain benefit of sales 
of gas underlying their lands,” he said. 

Supporting testimony came from O. C. 
Bailey, chairman of the Arkansas Oil 
and Gas Commission, and B. A. 
Hardey, independent operator of Shreve- 
port, Louisiana, former state conserva- 
tion commissioner, in testimony prepared 
for delivery to the committee. Mr. 
Hardey said “the availability of gas is 
being curtailed because of the wide- 
spread fear among producers and gath- 
erers of being placed under public utility 
regulation.” 


» 


Bills in Congress 


eB; House of Representatives paid 
its respects to both President Tru- 
man’s budget and the efforts of the pow- 
erful National Rural Electric Codpera- 
tive Association when it recently passed 
the Agriculture Appropriation Bill. 
President Truman had asked for $350,- 
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000,000 for the Rural Electrification Ad- 
ministration lending a during 
the coming fiscal year (1950). The 
NRECA had first requested $450,000,- 
000 and there was subsequent talk about 
an even half-billion being needed for 
REA loans. 

So the House specifically authorized 
REA to make loans to the amount of 
$350,000,000. After that, if REA still 
feels it needs more money it can ask the 
boss, Secretary of Agriculture, to make 
a finding that more loans up to the 
amount of $150,000,000 would be neces- 
sary. This comes out at an even top fig- 
ure of a half-billion. 

The Tennessee Valley Authority is 
likely to get congressional authorization 
for a down payment on its new steam 
plant at New Johnsville, Tennessee. 
But the fight won’t end there, according 
to P. L, Smith, president of the National 
Association of Electric Companies, in a 
recent address in New York city before 
the New York Society of Security 
Analysts. Smith said the fight would go 
on in the form of a court test of the con- 
stitutionality of TVA’s adventure into 
the electric business without even the 
pretense of “coincidental” activity in- 
volved in government functions, He pre- 
dicted that the fight would go all the way 
up to the U, S. Supreme Court, if neces- 


sary. 


RIENDS of the Missouri Valley Au- 
thority Bill in the Senate are disap- 
pointed in Senator Chavez (Democrat, 
New Mexico), chairman of the Senate 
Public Works Committee. Chavez is one 
of the sixteen Senators who cosponsored 
the MVA Bill and is still regarded as 
generally favorable to the legislation. But 
when Senator Chavez referred the bill to 
a subcommittee composed of the standing 
subcommittee on flood control, headed by 
Senator McClellan (Democrat, Ar- 
kansas), in addition to Senator Chavez 
himself and Senators Kem (Republican, 
Missouri) and Kerr (Democrat, Okla- 
homa), the, MVA advocates began to lose 
hope of favorable action at this session of 
Congress. 
Senator McClellan is president of the 
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National Rivers and Harbors Congress 
and a stout friend of the Army Engi- 
neers, He opposes MVA. 

Another cosponsor of the MVA Bill, 
Senator Sparkman (Democrat, Ala- 
bama), also is a member of the Public 
Works Committee, but he did not “lift a 
finger to get on the special subcommit- 
tee,” according to a critical editorial in 
the St. Louis Post-Dispatch, which ac- 
cused both Chavez and Sparkman of 
lukewarm favoritism for MVA just to 
get votes. . 


Public Power Pushed 


yoyo of more public power had 
a field day on the afternoon of 
April 11th at the Washington hotel, 
Washington, D. C., when the Economic 
Action Conference of the “Codperative 
League” held one of its sessions on the 
subject keynoted to the “need for more 
electric power” by Assistant Secretary of 
the Interior C. Girard Davidson. David- 
son criticized utility companies for fail- 
ing to plan and push more national power 
capacity to the reserve margin of “at least 
15 per cent.” He said 15,000,000 to 20,- 
000,000 out of 60,000,000 kilowatts “to 
be added” ought to be developed in hydro 
projects. “Most of that work will be 
done by the Federal government.” He 
added that the start must be made now 
because of the time element involved. 
Other speakers included: Clyde Ellis, 
executive manager, National Rural Elec- 
tric Codperative Association, who empha- 
sized the value of codperative action as a 
spur to private enterprise; Claude R. 
Wickard, REA Administrator, who 
called for a “rural telephone act” to do 
the same thing in the rural telephone field 
that has been accomplished in the rural 
electric power field ; Charles Baker, man- 
ager, Pacific Supply Codperative, who 
said that every state ought to have a pub- 
lic power district setup just like Wash- 
ington state; and FPC Vice Chairman 
Leland Olds, who agreed with Baker, but 
added that such public power promotion 
ought to be reinforced by Federal and co- 
Sperative financial and organizational re- 
serves, 
APR. 28, 1949 








Poage Bill Called Socialistic 


HE sheer folly of a nation with the 

best telephone service in the world 
meddling with such success by lending 
unnecessary and unsought financial as- 
sistance was condemned in a speech de- 
livered in Chicago on April 11th by the 
head of the United States Independent 
Telephone Association. The speaker was 
Frank S. Barnes, Rock Hill, South Caro- 
lina, president of the telephone group 
which is the national association repre- 
senting over 6,000 independent telephone 
companies operating throughout the 
United States, Barnes’ address opened 
the association’s annual spring executive 
council in Chicago. 

The target of his attack was a bill in 
Congress, approved by the House Agri- 
culture Committee, now before the 
House of Representatives. Introduced 
by Representative Poage (Democrat, 

exas), this bill would authorize the 
Rural Electrification Administration to 
make 35-year loans at 2 per cent interest 
for the extension of rural telephone serv- 
ices. 

Barnes labeled the bill as “socialistic,” 
because it would promote Federal inter- 
ference with the nation’s highly satisfac- 
tory telephone industry at the expense of 
everybody, including the general taxpay- 
er. Not only is such Federal assistance 
uncalled for, said Barnes, but the fact 
is that great strides have already been 
made toward rendering more and better 
service to the American farmer. 


pero added : “Telephone service is 
now available, without construction 
charges to the subscriber, to 85 per cent 
of the occupied farms of the United 
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States. It is a problem, at the most, in 
not more than 15 per cent of the total 
rural area of this country.” 

Barnes said it was “unfair to the in- 
dependent telephone industry to say that 
this Poage Bill created an interest in 
rural telephone service when as early as 
1920, before there were many good roads 
or much rural electric service, the indus- 
try was already serving over 38 per cent 
of the farms with telephones.” 

The speaker recalled that Representa- 
tive Poage had refused the suggestion 
that his bill be amended so as to avoid 
the use of Federal funds to duplicate 
service in areas where telephone com- 
panies are already on the job. He quoted 
Poage as admitting that would mean “no 
loans for construction in 95 per cent of 
the communities of the United States, 
except to existing telephone companies.” 

Barnes added: “This seems to me a 
recognition on the part of Poage that 95 
per cent of the rural area now has cover- 
age of existing telephone companies.” 

The speaker pointed out that the indus- 
try is opposed to such legislation because 
it would “create duplicate and competing 
telephone systems with 2 per cent money 
out of the public treasury.” One of the 
provisions of the Poage Bill would per- 
mit such loans to be made to states, cities, 
and other government and political agen- 
cies; thereby introducing government 
ownership and operation into a public 
utility field which has so far been entirely 
conducted by private enterprise. 


* 


Gambling by Telephone 


| her of the telephone in — op- 
erations is proving to be a d- 
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ache to telephone companies in many sec- 
tions of the country. The situation is 
giving equal trouble to law enforcement 
agencies. The Federal courts may be- 
come involved in the issues presented. 

One of the most recent and compli- 
cated instances has developed in Wash- 
ington, D. C. Telephone and telegraph 
service to race-horse bookies and other 
gambling suspects in the Washington 
area has been cut off as the result of a 
crackdown by United States District 
Attorney George Morris Fay. 

More than 320 telephones at 300 loca- 
tions designated by Mr. Fay were or- 
dered removed by the Chesapeake & 
Potomac Telephone Company. A Fed- 
eral court test of a telephone company’s 
right to deny service has already curbed 
a cut-off to a Maryland subscriber, 

The U. S, attorney says he has evidence 
that the telephones were used in the 
violation of gambling laws. The telephone 
company has recently filed tariffs with 
the regulatory authorities stating that 
service would be discontinued at the re- 
quest of proper police authorities, or 
by order of the regulatory commissions. 
The Maryland commission has indicated 
that it will not permit such service dis- 
continuance upon the mere request of 
the U, S. attorney. This situation looks 
like the setting for a court test case on 
the responsibility of the telephone com- 
pany to act under such circumstances, 


A’ equally complicated case is re- 
ported from St. Louis, Missouri. 
Here a $100,000 damage suit is involved. 
The Pioneer News Service, a racing news 
distributor, has sued the Southwestern 
Bell Telephone Company, Pioneer’s 
lawyer said, “AJl we want is $100,000 
from the company for illegally removing 
the telephones and an injunction requir- 
ing it to restore service.” 

An interesting aspect of this South- 
western Case is that the state of Missouri 
has taken the side of the telephone com- 
pany. Attorney General J. E. Taylor has 
filed motions for the state to intervene 
in the suit, An assistant state attorney 
said at a hearing that the state should be 
permitted to intervene under the state 
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civil code, which provides for such cases, 
and also because the outcome of the suit 
would have an effect on the state’s con- 
duct of any future criminal actions 
against Pioneer. The state’s application 
was supported by Southwestern Bell 
General Attorney John Mohler, 

Attorney General Taylor contended 
that the Missouri Public Service Com- 
mission, rather than the circuit court, has 
jurisdiction over all matters involving 
cutting off or restoration of telephone 
service. The lawsuit is being heard before 
Circuit Judge James F, Nangle. 

In his motions, Mr. Taylor cited the 
decision of the Missouri Public Service 
Commission permitting Southwestern 
Bell to cut off service to Harmony Pub- 
lishing Company of Kansas City. After 
the telephone service was ordered 
stopped, Harmony obtained an injunc- 
tion from the circuit judge of Jackson 
county, restraining Bell from cutting off 
the service. That injunction still is in 
effect. The Harmony Company has an ap- 
peal from the public service commission’s 
order pending in the Missouri Supreme 
Court. The St. Louis Post-Dispatch says 
that both Harmony and Pioneer are un- 
der control of the Chicago Capone syn- 
dicate, 


—— people wish to gamble, 
and there are numerous operators 
who are willing to oblige, A further in- 
stance has turned up in Flint, Michigan, 
where the prosecutor has announced he 
will fight vice by asking the Michigan 
Bell Telephone Company to discontinue 
service to places known to be headquar- 
ters for racing handbooks and numbers 
rackets. 

The Michigan official said the company 
pledged codperation in observing a Mich- 
igan Public Service Commission regula- 
tion permitting service to be cut off when 
phones are used for illegal purposes. The 
regulation requires that the information 
on illegal use be given by a “competent 
person.” 

Comes spring, Arkansas finds itself in 
the same parade. It was reported on April 
1st that the prosecuting attorney’s office 
requested the Southwestern Bell Tele- 
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phone Company to disconnect seven tele- 
phones within a period of ten days. Three 
disconnections were asked after convic- 
tions on charges of bookmaking and the 
other four on “good reason to believe” 
they were being used for illegal purposes. 
A conviction is not required for a re- 
quest for disconnection, 

In Arkansas, the telephone company 
has authority to disconnect a phone when 
“advised and requested by any law en- 
forcement agency” charging that it is be- 
ing used for illegal purposes. The prose- 
cutor said the utility is not subject to 
penalty for compliance. 


a 
CWA's Activities 


NION officials of the Communica- 
tions Workers of America are fore- 
casting that their membership will vote 
to affiliate with CIO, Members now are 
balloting. A sampling of division officers 
and executive boards indicates results 
heavily in favor of affiliation. Best guess 
by CWA officials in Washington is that 
the affiliation will be approved by a mar- 
gin of more than 2 to 1. 

However, recent reports from the field 
show that there are some obstacles to 
affiliation. For example, a majority of 
20,000 telephone operators and other 
workers of the New York Telephone 
Company, members of the Traffic Em- 
ployees Association, independent, have 
voted against affiliation with the Con- 
gress of Industrial Organizations. 

Some idea of how the union will con- 
duct negotiations this spring is indicated 
by statements of the South Bend, Indi- 
ana, local of CWA. For instance, the 
telephone traffic employees will restrict 
their collective bargaining demands this 
year to a 30-hour week and $100-a-month 
pension after twenty-five years of serv- 
ice, Wage increases are not expected to be 
a major issue this year. 

Considerable attention will be given by 
the union to four requests relating to 
pensions. This information comes from 
CWA headquarters in Washington. 

The minimum pension now is $50 a 
month. CWA wants this raised to $100 


a month. Present payments by the com- 
pany into the pension fund now are re- 
duced by a certain proportion of the 
amount paid to the Federal government 
under the Social Security plan. The 
union wants to have these reductions 
eliminated. 

There are two other points on CWA’s 
pension bargaining schedule, One deals 
with what is termed “equity in the plan.” 
This factor refers roughly to payment of 
pension funds to employees accumulated 
to their credit at the time of termination 
of employment, regardless of the number 
of years the employee may have been em- 
ployed. 


* 


Expanding Television 


HE Federal Communications Com- 
mission has far more demands for 
television channels than it can supply. 
Wayne Coy, chairman of the agency, 
presented details of the situation in an 
address before the Rotary Club of New 
York, April 7th. 
A closing paragraph of his speech is 
of interest from the regulatory point of 
view, (Note the sentence in italics.) 


I have been glad of this opportunity 
to report to you on some of the current 
problems in the field of communica- 
tions. Taxation without representa- 
tion is tyranny but taxation without in- 
formation is not a good thing either. 
In our complex society the citizens 
must necessarily rely on a government 
agency to protect their interest in a 
specialized field of this kind, That in- 
terest can be protected only to the de- 
gree that the agency is equipped tech- 
nically and professionally to match the 
industry being regulated, and to the 
degree that it is guided by policy 
makers who have a proper sense of 
public trusteeship. 


Persons engaged in the telephone in- 
dustry will be interested in the full text 
of Mr. Coy’s address because he devotes 
several hundred words to glowing but 
factual information about the industry, 
particularly the Bell system. 
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Financial News 
and Comment 


By OWEN ELY 


No Economic Tailspin 


ANY businessmen and executives 
doubtless have been fearful that 
the current recession or “disinflation” 
would get out of hand and develop into 
an economic tailspin such as occurred in 
1929-32. But the weight of historic 
precedent is all against such an outcome, 
and recent business reports have indi- 
cated that the moderate decline in busi- 
ness activity is leveling off. 

Based on the historic trend of events 
in three periods following major wars, 
there are usually two steps in the read- 
justment of inflationary excesses — one 
about two years after the end of the 
conflict, and the final and more severe 
crisis some five to nine years later. The 
first is a correction of swollen inventories 
and commodity prices, while the second 
represents a readjustment of the whole 
debt structure, The first is apt to be 
drastic but short-lived ; the second more 
fundamental in world economics, and 
slow to run its course. 

The recent decline in commodity prices 
has been much less troublesome than that 
of 1919-20, when wholesale prices 
abruptly dropped one-half. Govern- 
ment supports have put the brakes on the 
drop in farm prices though they have 
proved less effective than anticipated be- 
cause of inadequate storage space, etc. 
The decline in metal prices, now well un- 
der way, has been delayed and retarded 
somewhat by military stockpiling. The 
tempo of business activity has been 
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largely sustained by ECA, by the huge 
military budget, and by the unusual and 
well-distributed accumulation of buying 
power. Moreover, an infant industry, 
television, is still expanding, 


EEKLY retail sales figures, which 

have been running under 1948 un- 
til recently, are not a very accurate busi- 
ness index during a period of declining 
prices. Considering the almost universal 
mark downs and special sales, the actual 
volume of merchandise sold by depart- 
ment stores may well have exceeded last 
year’s figures. Meanwhile, there has 
been a moderate credit readjustment, 
with banks repurchasing government 
securities from the Federal Reserve Sys- 
tem to offset the continuing sharp reduc- 
tion in commercial loans. March employ- 
ment figures made a better showing, and 
the ECA appropriation apparently will 
not be cut. The new farm bill, while 
roundly criticized and unlikely to pass 
in its present form, has helped to stiffen 
food prices. 

As News-Scope says, “The economic 
machine is no longer racing—its speed 
is slowing. There will be sputters and 
spurts—but eventually it will purr along 
at a saner rate.”” The automobile indus- 
try has discovered that cutting prices is a 
good sales stimulant. Building contrac- 
tors and makers of building materials 
will use the same method to revive lag- 
ging residential construction. Also, 
there is enough heavy construction work 
ahead to keep the country busy for sev- 
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eral years, once costs are on a reasonable 
basis. There is still a big pent-up demand 
for hotels, apartment buildings, theaters, 
and office buildings, The Federal govern- 
ment will continue to support the slum- 
clearance program, It will cost many bil- 
lions of dollars to resurface our highway 
systems and accommodate increasing 
trafic. The big utility construction pro- 
gram will last at least through 1951-2, 
perhaps longer. 

Thus it looks as though we still have 
plenty of time to worry about the “big 
blow” before it may be due around the 
mid-fifties—if history again repeats it- 
self. 


¥ 


1948 Statistical High Lights for 
The Power Industry 


{ yo Edison Electric Institute re- 
cently released its preliminary 1948 
figures for the electric light and power 
industry, in advance of the statistical bul- 
letin which will be ready in June. Some 
statistical high lights of these tables may 
be significant. 

The table, “Investors’ Position,” shows 
that the over-all rate of return on invest- 
ment (operating income divided by plant 
and equipment) dropped to 5 per cent 
in 1948, the lowest return in a decade ex- 
cept for the same figure in 1942. The 
return on long-term bonds dropped to 
2.94 per cent, on preferred stock con- 
tinued at 4.6 per cent, and on common 
stock dropped to 7.2 per cent. New is- 
sues of preferred stock in 1948 brought 
a return of 4.60 per cent compared with 
4.08 in 1947 and 3.63 in 1946. Bonds 
were sold on an average 3.07 per cent 
basis, compared with 2.79 per cent in the 
previous year; telephone bonds brought 
3.09 per cent, water bonds 3.85 per cent, 
and tractions 4.45 per cent. 

Generating capacity up to the end of 
1948 was 56,500,000 kilowatts, an in- 
crease of 8 per cent over the previous 
year; steam gained 9 per cent, hydro 5, 
and internal combustion nearly 20 per 
cent. Of total capacity, steam contrib- 
uted about 69 per cent, hydro 28, and 
Diesels 3 per cent. 


Under “Generation and Peak Loads” 
the load factor in 1948 was 59.9 per cent, 
which was exceeded only in the war 
years 1943-5. Reserve capacity would 
thus have amounted to 66.7 per cent of 
output if operations had been spread 
evenly throughout the year. On the other 
hand, capacity was only 5 per cent greater 
than the total of moncoincident peak 
loads. But this ratio seems misleading. 
The actual reserve was of course some- 
what between the two figures. It would 
help to clarify this question if the indus- 
try were to work out a better statistical 
index. 


oe 5 per cent figure is being ex- 
ploited by advocates of public 
power to prove that the private power 
companies have been shortsighted in 
their building program and that huge 
government power projects are neces- 
sary. For example, Assistant Secretary 
of the Interior Davidson, in his recent 
talk before the Economic Action Confer- 
ence, stressed the fact that “reserve gen- 
erating capacity has shrunk to less than 
5 per cent.” 

But despite the continued misgivings 
of the FPC, the National Security Re- 
sources Board, the Interior Department, 
and the REA, there has been little cur- 
tailment of service to residential and 
commercial customers anywhere in the 
country. Industrial power has been ra- 
tioned, in general, only (1) where severe 
droughts prevailed or (2) where too 
much reliance had been placed on gov- 
ernment hydro power (as in TVA and 
the Pacific Northwest). In any event, 
with 1949 water conditions generally 
above normal, and new generating ca- 
pacity being installed faster than the 6 
per cent increase in power output, there 
seems little likelihood of a real power 
shortage. 

Getting back to the EEI bulletin, we 
note that electric utilities paid $6.47 a 
ton for coal (or the equivalent in other 
fuels), just about double the prewar 
level. Because many inefficient plants 
had to be used, generating efficiency still 
remained around the level of 1942-7, 
with an average of 1.3 pounds per kilo- 
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watt hour; there was only a moderate 
improvement over the prewar figure 
around 1.40. The cost of fuel per kilo- 
watt hour was twice as high as in 1939— 
4.2 mills versus 2.1 mills. 

Regarding fuel consumption, the 
amount of coal increased 12 per cent and 
gas 30 per cent, while use of fuel oil 
dropped 5 per cent. Net generation by 
fuel increased 14 per cent, 

Weekly wages in the electric light and 
power industry were 14 per cent above 
the average for all manufacturing com- 
panies, They increased 6.5 per cent while 
manufacturing wages gained 7.9 per cent. 

Total expenditures for electric utility 
construction were $2.4 billion compared 
with $1.6 in 1947 and $.8 in 1946. About 
38 per cent of expenditures were for pro- 
duction plant, 13 per cent transmission, 
46 per cent distribution, and 3 per cent 
general. Ninety per cent of production 
expenditure was for steam plants. Ex- 
penditures for production facilities 
showed the largest gain over 1947. 


 gacwahers kilowatt - hour sales 
gained 15 per cent in 1948 compared 
with 13 per cent for commercial and 10 
per cent for industrial. The number of 
residential customers increased 6 per 
cent while the average use per customer 
increased 9 per cent. While the average 
residential revenue per kilowatt hour 
dropped from 3.09 to 3.01 cents, the 
average monthly bill increased from 
$3.70 to $3.93. Average revenue per kilo- 
watt hour for all customers increased 
about 1 per cent to 1.79 cents but re- 
mained below the 1946 level. 

The private power companies re- 
mained ahead of the REA’s and other 
public agencies in the race to serve the 
farmers, but the gap narrowed. All 
agencies served some 4,400,000 of farms 
—or about three-quarters of the esti- 
mated total. Average farm usage was 
very high; on the Pacific coast due to 
irrigation pumping, the average farm 
customer used 20,382 kilowatt hours com- 
pared with only 1,462 in east south-cen- 
tral territory. 

The 1948 income account for all A and 
B electric utilities already has been 


analyzed in this department, based on an 
FPC release. The EEI figures, being 
adjusted to include the smallest com- 
panies, run about 2 per cent larger, The 
EEI figures include an estimate of main- 
tenance expenditures, not published by 
FPC. Surprisingly the $268,000,000 
spent in 1948 showed a gain of less than 
3 per cent over 1947, though the latter 
was 23 per cent over 1946. Evidently 
war-deferred maintenance was pretty 
well taken care of in 1947. While taxes 
as a percentage of gross revenues in- 
creased in every year from 1931 to 1942 
(from 10.4 per cent to 24.1) the ratio 
has since been declining, and last year 
was only 18.3 per cent. The savings have 
been in Federal taxes; state and local 
taxes have continued to gain sharply. 

A new EEI table is presented showing 
unit construction cost of electric com- 
panies. It now costs exactly four times 
as much to construct the capacity to make 
one kilowatt as it did in 1911, and twice 
as much as in 1935, on the Atlantic sea- 
board. Costs are moderately lower in 
other sections of the country. 


x* * * * 


bt President Scaff of Ebasco Serv- 
ices gave a talk before the IBA in 
Chicago recently, which also contained 
some interesting statistical comparisons 
for the electric utilities. In the nine years 
ended 1947 he pointed out the debt ratio 
of the average electric utility decreased 
from 51.5 per cent to 46.8 per cent and 
common stock increased from 33.3 per 
cent to 38.2 per cent. These results 
(which differ from those presented in 
this department in the previous issue) 
were arrived at by decreasing the com- 
mon stock figure for 1938 by $850,000,- 
000 to compensate for later adjustments 
to take care of Account 107 write-offs. 

The average interest rate on long-term 
debt dropped from 4.03 per cent in 1938 
to 2.88 in 1947, or 29 per cent; but in- 
terest coverage (by earnings) jumped 
from 2.88 times to 4.64 times, an increase 
of 62 per cent. The preferred dividend 
rate dropped from 5.86 per cent to 4.53 
A cent; coverage rose from 3.97 to 
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The average depreciation reserve ratio 
to plant account increased from 11.6 per 
cent to 22.3 per cent; some companies’ 
reserves are considered “too conserva- 
tive” by Mr. Scaff. Annual amortization 
of electric plant acquisition adjustments 
(Account 100.5) now amounts to $45,- 
000,000, in addition to depreciation 
accruals. 

Referring to output during the two 
decades 1929-48 the amount of kilowatt 
hours sold per unit of gross national 
product rose 83 per cent. To increase 
the productivity of labor and offset high 
wages the use of electricity should con- 
tinue to gain at a faster rate than the 
national product. A chart comparing 
kilowatt hours used per man-hour in 
manufacturing, the output per man-hour, 
and “real” hourly earnings, shows a very 
close correlation between the three fac- 
tors. (See Mr. Scaff’s chart below.) 

Regarding future growth, it may be 
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noted the National Security Resources 
Board has estimated capacity of 73,500,- 
000 kilowatts by 1951, an increase of 34 
per cent over the 1948 figure. With the 
use of this new equipment the utilities 
are expected to burn only 1.05 pounds of 
fuel per kilowatt hour in 1951 compared 
with 1.31 pounds in 1948. In fact, the 
figure for the month of December al- 
ready was down to 1.25. This recent sav- 
ing meant a reduction of about $47,000,- 
000 in fuel costs per annum. Moreover, 
payroll costs for the new modern plants 
are less than half of those for the older 
plants. Both fuel and wage costs should 
be down $200,000,000 by 1951, or $124,- 
000,000 after taxes—which figure would 
support $1.24 billion market value of new 
common stock. 

Regarding current labor costs, 1948 
operations reflected an increase in pay- 
roll expense of $78,000,000 compared 
with an increase of $191,000,000 in the 
previous year, which indicates a leveling 
off in this type of expense. 

Regarding rate increases, Mr, Scaff 
states that in 1948 70 companies were 
granted 79 rate increases in 30 states and 
the District of Columbia; the total 
amount of the increases is unknown, but 
for 37 companies it amounted to $33,- 
000,000. In addition, 18 companies in 14 
states had applications pending; the ap- 
plications of 10 of these companies 
totaled over $22,000,000. He quoted from 
a statement by the FPC indicating that 
natural gas companies are allowed to earn 
6 per cent. This might work out as fol- 
lows: 50 per cent debt costing 3} per 
cent, 25 per cent preferred stock at 5 per 
cent, and 25 per cent common stock earn- 
ing 12 per cent—average 6 per cent. 
With a 70 per cent pay-out of earnings, 
the common stock would yield 8.4 per 
cent, which Mr. Scaff considers ample to 
attract buyers. 


* 


Expansion Plans Expected to 
Taper Off in Second Half 
a compiled - the Commerce 
Department and SEC indicate that 
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industrial construction may taper off in 
the second half of 1949, showing an esti- 
mated decline of 14 per cent from 1948 
levels versus a gain of 5 per cent in the 
first half. The expansion program for 
the electric and gas companies is expect- 
ed to show a gain of 33 per cent for the 
first half and 5 per cent for the second, or 
17 per cent for the year as a whole. The 
railroads are also expected to increase 
their program 10 per cent over last year, 
and mining companies 3 per cent. Manu- 
facturing companies will spend 13 per 
cent less, however, and commercial and 
miscellaneous expenditures will be off 7 
per cent. The over-all construction pro- 
= for 1949 is thus expected to shrink 
per cent. 

As an example of long-term optimism, 
American Gas & Electric System plans 
to double the size of its present plant dur- 
ing the next decade. The program of the 
electric companies was discussed in some 
detail in the last issue, with construction 
expenditures estimated at $2 billion for 
1949. The gas utility industry construc- 
tion program for the five years 1948-52 
is expected to total about $3.3 billion or 
somewhat more than one-third of the 
electric companies’ program. Last year 
the industry spent $875,000,000 com- 
pared with $1,800,000 for the electric 
companies; and in 1947 $800,000,000 
versus $1,237,000,000. (Gas expendi- 
tures in 1947 included $143,000,000 for 
the purchase of Big Inch and Little Inch 
pipe lines from the government.) The 
gas figures include all natural, manufac- 
tured, mixed, and liquefied petroleum 
gas (but not bottled gas) companies now 
in operation, as well as new companies 
which have received FPC certificates. 

While some of the gas companies have 
not definitely determined their methods 
of financing, particularly in the later 
years of the period, the anticipated 
source of about $1.1 billion over the next 
five years has been estimated. Of this 
amount about 40 per cent will be raised 
from depreciation accruals and undis- 
tributed earnings, 35 per cent from sale 
of bonds, 4 per cent from sale of stock, 
and 21 per cent from loans and other 
sources. The committee on economics of 
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the American Gas Association estimates 
that of the $3.3 billion total, about 40 per 
cent will come from internal cash and 
36 per cent through bond financing, with 
the remainder indeterminate. As the in- 
dustry now has about $6 billion invested, 
the increase through 1952 will amount to 
about 55 per cent. This is about the same 
proportionate increase as the electric in- 
dustry plans, although the present elec- 
tric investment of about $15 billion has 
been sharply written down. 


* 


The Engineers PS Case 


A GREAT deal of interest has centered 
on the hearings in the Engineers 
Public Service Case before the U. S. Su- 
preme Court. This is possibly the most 
important utility case to reach the high 
tribunal since the United Light & Power 
Case (sometimes called the Otis Case) 
was heard some years ago. The decision 
will cover a relatively narrow issue, con- 
cerning the payment of redemption 
premiums on the preferred stocks of En- 
gineers Public Service (in its dissolution 
program, otherwise almost completed). 
But it is expected to give the SEC a guid- 
ing cue to settle similar issues in half a 
dozen other cases— American Water 
Works, New England Public Service, 
Electric Bond and Share, and others. 

The decision may also throw light on 
the whole question of “priority value” 
versus “investment value.” In recent 
years many SEC policies and decisions 
have been colored by adoption of the 
investment theory. SEC experts now at- 
tempt to determine what a fair investment 
value would be, judged by normal market 
standards, and to map the rights of stock- 
holders in dissolution on this basis. The 
SEC has proceeded generally on the as- 
sumption that the ordinary rules applied 
in bankruptcy cases, as well as the settle- 
ment provisions written in the fine print 
on the stock certificates, do not necessarily 
apply in dissolutions under the Holding 
Company Act. 

In fixing investment value they take in- 
to account relative market records of dif- 
ferent securities. 
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4/6/49 Indicated 
Beles Dividend 


————-Share ing s———_—_—— 
Approx. 12 Mos. CurrentPrevs %In- P. 











(Continued) -B 
About Rate teld Ended Period Period crease Ratio 
O San DiegoG. & E......... 13 80 6.2 Dec, BR & 2.2 ows 
S Scranton Electric ......... 13 1.00 7 Feb. 110 128 Dl4 118 
S South Carolina E.& G. .... 8 60 7.5 Dec, 1.21 83 4 # £66 
O Southwestern Pub. Serv. .. 28 2.00 7.1 Feb. 2.63 2.27 16 106 
C Tampa Electric ........... 29 2.00 6.9 _ 207 226 D8 140 
O United Illuminating ....... 42 2.25 5.4 ec, 2.60 2.56 2. 362 
C Utah Power & Light ...... 23 1.60 7.3 Feb. 2.67 2.44 a: ae 
O Western Mass, Cos. ...... 28 2.00 7.1 Dec. 230 241 DS 122 
O Wisconsin P, & L. ........ 15 1.12 7.5 Dec, 135 138 D2 I11 r 
CO ee ree 6.9% 108 
Revenues under $10,000,000 m 
C California Elec, Pr. ....... 7 $ .60 86% Dec. $ .74 $.77 D4% 94 ac 
O California Oregon Power. 24 1.60 6.7 an. 2.88 —- — 83 dt 
O Central Vermont Pub, Serv. 9 68 7.6 eb. 5S 42 3% 155 ki 
C Community Pub. Service .. 30 2.00 6.7 Sept. 3.90 3.38 ee F 
O El Paso Electric .......... 26 im 6 663.l6Uinm6l OU ae ee af 
S Empire Dist. Elec, ........ 16 112 7.0 ec. 230 203 13 70 L 
O Gulf Pub. Service ........ 10 80 8.0 Aug. 140 121 1 7.1 D 
O Iowa Southern Util. ...... 12 1.00 83 Feb. lil? 14 @ 67 th 
O Madison Gas & Elec, ...... 25 160E 64 Sept. 1.72 192 D10 145 ti 
O Michigan Gas & Elec. .... 15 1.20 8.0 Dec, 195 2.19 Dill 7.7 : 
O Missouri Utilities ......... 14 1,00 7.1 Dec. 1.96 1.75 12 7.1 ti 
O Northwestern Pub, Serv. .. 9 80 8.9 Dec. oe 19 6.9 to 
C Penn Water & Power ..... 34 2.00 5.9 Dec. 481 4.32 11 7.1 n 
O Pub. Serv. of New Mexico 16 1.00 6.3 Dec. 169 147 15 9.5 rt 
O Rockland Light & Power .. 8 50 6.3 Dec.’47_ 68 67 — 118 
O Southern Indiana G, & E. .. 20 1.50 7.5 Feb, 2.39 2.28 ie 
O Tide Water Power ........ 6 60 10.0 Feb. 81 1.03 D2l 7.4 
NS 6s ks knnedss ss’ 74% 8.9 
Averages, four groups .. 6.8% 10.6 C 
Canadian Companiest a 
C Brazilian Trac, Lt. & Pr. .. 20 $2.00 10.0% Dec.’47 $3.69 $3.28 13% 54 
C Gatineau Power .......... 17 1,30 7.6 Dec.’47 163 130 25 104 
C Quebec Power ............ 16 1.00 6.3 Dec.’48 1.14 121 D6 140 
C Shawinigan Power ........ 25 1.20 48 Dec."48 158 163 D3 158 
C Winnipeg Electric ........ 33 1,00 3.0 Dec.’47 1.96 1.26 56 168 
Integrated Holding Company Stocks 
C American Gas & Elec. ..... 43 $250E 58% Jan. $445 $4.18 6% 9.7 
S Central & South West ..... 12 80 6.7 Dec. Lay. - tae 10 88 
S New England Elec, System 9 80 8.9 Dec. 108 135 D2 83 
O New England G. & E. .... 11 80 7.3 Feb. 140 116 21 79 
S West Penn Elec. ......... 18 1.00 5.6 Dec. 3.68 3.07 20 49 
IE Gidigs Ciewos es 6.9% 79 
Other Holding Company Stocks 
C American L. & Tr. ........ 24 $1.20 5.0% Dec.’48$ 69 $.77 D10% 348 
CC Cee SOPVIE basccsceess. 45 2.00 44 Dec. 17.77 10.93 63 25 
C Electric Bond & Share .... 14 Stock — -_ de —_ ae ri 
S General Pub. Utilities ...... 13 80 6.2 Dec. 2.07 2.00 4 6.3 
S North American .......... 18 1.00 5.6 Dec. 2.02 — —_— 8.9 
C Philadelphia Co, .......... 14 .70 5.0 Dec, 89 77 16 15.7 
© TE TI, sco ceesccs 21 1.30 6.2 Dec.’48 1.52 182 D116 138 
C United Light & Rys. ...... 28 Stock 5.2 Sept. 3.36 2.98 3 YY 83 
O West Penn Power ........ 31 2.00 6.5 ov. 2.24 —- — 138 
errors 5.5% 13.0 





B—Boston Exchange. C—Curb Exchange. O—Over-counter or out-of-town exchange. 
S—New York Stock Exchange. E—Estimated. **Estimated on average number of shares out- 
standing. On actual number of shares outstanding at 12/31/48 earnings were equal to $4.25 a 
share. *Pro forma. tWhile these stocks are listed on the Curb, Canadian prices are used. 
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What Others Think 


Meaning of Atomic Energy to 
Industry 


HE power industry is in “a state of 

wonder” with respect to develop- 
ments in atomic energy. In so far as re- 
actor development is concerned, the in- 
dustry has practically no more firsthand 
knowledge now than it had two years 
ago. Thatis the general view of Walker 
L, Cisler, executive vice president of the 
Detroit Edison Company. He expressed 
these ideas, together with possible solu- 
tions of the problem, in an address en- 
titled “What Atomic Energy May Mean 
to Industry” given at the Harvard Busi- 
ness School Club of New York, Feb- 
ruary 21st. 


The Present Situation 


Following are excerpts from Mr. 
Cisler’s address relating to the situation 
as it now stands: 


Up to now industry generally has 
not been able to get a broad, intimate 
knowledge of atomic energy. In this 
connection I should like to describe 
the experience of my own industry— 
the electric utilities, a term which in 
my thinking includes both the private 
and the publicly owned electric 
systems. 

Shortly after the first atomic bomb 
was dropped on Japan, members of 
the electric utility industry realized 
that in time this new source of energy 
might very well revolutionize the pro- 
duction of power. A number of lead- 
ing utility engineers and executives, 
therefore, formed a committee—this 
was back in 1945—to make an inten- 
sive investigation of the new field of 
technology. This group made many 
attempts to carry on the inquiry. It 
sought out the scientists and tech- 
nicians who had worked on the project 
during the war. It talked to govern- 
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ment officials. But it never got very 
far. 

So, as soon as Mr. Pike [Atomic 
Energy Commissioner] and his asso- 
ciates organized and started to work 
in 1947, that utility group asked to 
meet and talk with the Atomic Energy 
Commission. On that occasion, not 
quite two years ago, these members 
of the industry had a long session with 
Mr. Lilienthal, Mr. Pike, and their 
fellow commissioners. They described 
to these officials the futile efforts of 
our industry to study atomic energy. 
The Smyth report—published right 
after the first bomb—had given just 
enough information to show that the 
subject was of vital concern to the 
electric utilities. Beyond that there 
was everywhere a wall of secrecy. 

It was very difficult for people who 
had been brought up in the power in- 
dustry to resign themselves to these 
conditions. In the past, the electric 
utilities have always had an important 
part in the development of the equip- 
ment which they use to generate 
power. Progressive utility systems 
customarily work closely with such 
manufacturers as General Electric, 
Westinghouse, and Allis-Chalmers, 
and the scientists and engineers em- 
ployed by them, In that way, we who 
buy and use the equipment collaborate 
with those who produce it. 

... Various official sources have pre- 
dicted that it is only a matter of years 
before we will be able to produce elec- 
tric energy from atomic fuel. Just a 
few weeks ago, Commissioner Bacher 
in the most impressive paper that has 
thus far appeared on nuclear reactors 
—these are the plants that burn atomic 
fuel—suggests that “within eight or 
ten years” we should have such a re- 
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actor. He points out, however, that 
for nuclear energy to have any signifi- 
cant impact upon the country as a 
source of electrical energy would 
take much longer, even granting eco- 
nomic feasibility. 


Interest to All Industry 


HE address emphasizes that these 

matters are of the greatest interest 
not only to the utility industry, but to 
every industry that uses heat and power. 
Mr. Cisler said: 


Indeed, all industry has an interest 
in such questions as: 

When will heat power reactors in 
fact be a practical reality? 

What will be their relative econ- 
omy as compared with other sources 
of thermal or hydraulic energy? 

What will be their first commer- 
cial application ? 

What will be their relative safety ? 

Will they be exclusively in gov- 
ernment hands or under license to 
private enterprise as well? 


The way in which these and a host 
of other questions are answered may 
well depend on the degree to which in- 


Can know what the developments 
are when they occur—not after- 
wards, 

Can have some direct part in 
them, and 

Can employ industrial ingenuity, 
resources, and organization in con- 
triving ways to promote new devel- 
opments and to make use of them. 


It is, of course, true that in one 
sense atomic energy already has a con- 
siderable immediate importance for 
business. The government is spending 
nearly a billion dollars annually on its 
atomic program. Much of this sum 
is spent directly with industry, through 
the thousands of contracts which the 
Atomic Energy Commission has with 
various private concerns, 

But most of this contract work does 
not really let industry in on atomic 
energy. A good deal of it is straight 
procurement, that is contracting for 
the equipment and supplies which the 
Atomic Energy Commission needs. 
Much of it is in construction contracts. 


Industry's Responsibility 


HILE much of Mr. Cisler’s re- 
marks represented a plea for a 


dustry is permitted to work with gov- 
ernment during the research and de- 
velopment phase through which we 
are now passing. For example, wheth- 
er results are achieved speedily or only 
slowly may well depend on the extent 
to which interested segments of indus- 
try are permitted to help. 


Commission Not Blamed 


T was pointed out in the speech that 
the observations made were not to 


greater sharing of information by gov- 
ernment, he made it clear that industry 
will never attain a more significant réle 
in atomic affairs unless it also contributes 
a considerable amount of initiative and 
enterprise. On this point he said: 


. it is essential that industry be 
alert to opportunities for making such 
a special investment of time, effort, 
and talent in atomic energy affairs. 
Industry should not expect that by fol- 
lowing this course it will secure quick 





be construed as a criticism of the Atomic 
Energy Commission. This point was 
stressed several times. Here is one: 


or spectacular results. Atomic energy 
is likely to be an increasingly im- 
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Again, let me emphasize, this is not 
said in criticism of the commission. 
But in attempting to judge what 
atomic energy may mean to industry, 
it is very important to bear this in 
mind. It will be difficult, if not impos- 
sible, for atomic energy to mean very 
much to industry unless industry 


portant force for peace as well as war. 
But results will come not suddenly but 
gradually. During the present develop- 
mental stages industry must be pre- 
pared to get into the work without the 
inducement of immediate rewards. 
Unless industry does this now — and 
this is the point that needs to be em- 
phasized most strongly —it is not 
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likely to have an important voice in 
atomic affairs later on. 


Parker Committee Report 


OR persons desiring to obtain authori- 

tative background on the general 
problem, Mr. Cisler suggests study of 
the Parker report and the AEC’s fifth 
semiannual report to the Congress which 
appeared in January. 

The Parker report is the result of 
more than a year’s study by a committee 
set up by the commission under the chair- 
manship of James Parker, president of 
Detroit Edison Company. It was known 
as the Industrial Advisory Group, in- 
cluding such well-known industrialists 
as Isaac Harter of Babcock & Wilcox, 
Robert Wilson of Standard Oil of 
Indiana, and others of similar caliber. 

The report was reprinted in full in 
the March issue of Mechanical Engi- 
neering, the publication of the American 
Society of Mechanical Engineers. One 
of the main points of the committee’s 
document was a discussion of how to 
reconcile a healthy competitive industrial 
participation in atomic energy with the 
admitted necessity for some government 
monopoly and much secrecy. 

Generalizing on the above question, 
Mr. Cisler said in part: 


Perhaps the most important feature 
of the report of Mr. Parker’s Indus- 
trial Advisory Group is its hopeful 
exposition of a number of ways by 
which the objective of wider indus- 
trial participation could be fitted in 
with these requirements. 

The Industrial Advisory Group re- 
port contained enthusiastic approval 
of the progress which the Atomic En- 
ergy Commission has made along 
many lines. It did suggest, however, 
that the commission should make a 
still more strenuous effort along sev- 
eral fronts for the purpose of encour- 
aging and promoting industrial par- 
ticipation. And it set forth the pre- 
conditions for such participation es- 
sentially as follows: 


1. Industry must be given more 
knowledge of the subject. 
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2.It must have more—much more 
—direct contact with the develop- 
mental work, and 

3. It must have much more involve- 
ment in that work. 


These are the roads that must be 
opened up to industry if it is to rec- 
ognize and take advantage of oppor- 
tunities to participate and to help. 

To this end, the report urged the 
commission to increase the publication 
of information about atomic energy 
in a form useful to industry. It urged 
the commission to develop a program 
by which engineers, technicians, and 
executives in industries which have a 
legitimate interest in the field can be 
brought directly in touch with the 
atomic energy enterprise. It urged the 
commission to expand its system of 
industrial advisory committees, thus 
emulating the practice of the War 
Production Board. 

During the past year, the commis- 
sion has itself found it possible to step 
up declassification and publication of 
nonsecret data. Recently there has 
been a considerable acceleration in this 
activity. The fifth semiannual report 
to Congress is in itself a notable ex- 
ample of publication of material 
which should be of use to industry in 
keeping abreast of atomic energy de- 
velopments. Dr. Bacher’s paper on 
reactors is another. The announce- 
ment that in the near future a com- 
prehensive commission report on re- 
actor developments will be published 
is even more important. 

All these efforts on the part of the 
commission seem to me deserving of 
highest praise. I think they are cal- 
culated as time goes on to promote 
more and more industrial participa- 
tion. 

It should also be possible—as the 
Parker group urges—to permit a 
good many more representatives of 
interested industries to have personal 
access to the atomic energy work. 
These people would be subject to the 
same security checks and obligations 
as the AEC contractors and con- 
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sultants now are. 
guards, their intimate contact with the 
program should not imperil necessary 
secrecy in any way. 

It can be inferred from the com- 
mission’s response to the Industrial 
Advisory report, that it now has un- 
der active consideration a number of 
additional measures more or less in 
line with the recommendations of the 
Parker group. 

Thus far, Mr. Cisler concluded, the 


With such safe- | 


prospects for industry in atomic en- 
ergy have been somewhat dim. He re- 
marked, however, that the Atomic En- 
ergy Commission is making a special ef- 
fort to bring industry more actively into 
the picture, and that it is apparently pre- 
pared to make still greater exertions in 
that direction. “If industry will respond 
—with initiative, energy, and aggressive- 
ness—then I think the prospects for in- 
dustry can become very bright,” he con- 
cluded. 





Sales Conference of EEI 


ee fifteenth annual sales confer- 
ence of Edison Electric Institute 
held during the first week in April in 
Chicago produced many inspiring ideas 
and constructive suggestions. Optimism 
was the chief inspiration; and the urge 
to further definite work was the basis 
of most of the suggestions. 

The bright future was keynoted in the 
opening remarks of Harry Restofski, 
chairman of the EEI Commercial Divi- 
sion General Committee. He asserted 
that potential markets open to the elec- 
tric utility industry “are so big as to 
dwarf those we have already sold,” and 
they challenge our best sales and promo- 
tional efforts. 


Harry Restofskt 


Following, in brief form, are the prin- 
cipal ideas expressed by this speaker: 
The use of electric crop driers on the 
nation’s farms, for conditioning of hay, 
corn, grain, and other crops, alone offers 
the industry a potential connected load 
amounting to 15,000,000 horsepower. 
Aggressive promotion of commercial 
electric cooking by the utilities can se- 
cure a potential connected load of 8,- 
950,000 kilowatts, with annual sales of 
8,950,000,000 kilowatt hours and annual 
revenues amounting to $179,000,000. 
The residential all-electric kitchen 
field offers a potential retail market in 
appliance sales of over $35 billion, with 
annual use of 165 billion kilowatt hours 
per year and electric service revenues of 
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$2,333,000,000—a figure greater than 
the industry’s total revenues from all 
sources in any single year prior to World 
War II. 

One industry use alone, that of melt- 
ing steel electrically, offers a market for 
44 billion kilowatt hours per year— 
amounting to over 35 per cent of all elec- 
tricity used by large light and power cus- 
tomers in 1948. 

Older markets are by no means ex- 
hausted. If lighting alone could be 
brought up to present-day recommended 
practices, annual electricity sales would 
increase an estimated 38 billion kilowatt 
hours, and annual revenues about $5 
billion. 


Ernest R. Acker 


r. ACKER, president of EEI and of 

Central Hudson Gas & Electric 
Corporation, stressed the thought that 
the major challenge now facing the na- 
tion’s privately owned electric light and 
power companies is the selling at a fair 
profit the tremendously expanded power 
capacity of the industry. His ideas ex- 
pressed in brief are as follows: 

The four basic problems, other than 
selling at a fair profit, have been largely 
solved. Since the outbreak of World 
War II, the industry has been able to 
clear up for the most part the difficulties 
involved in (1) lack of available man 
power, (2) procurement of materials 
and supplies, (3) building of new ca- 
pacity fast enough to keep ahead of 
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mounting demand, and (4) the financing 
of the resultant record-breaking expendi- 
tures. 

For the industry as a whole, the ca- 
pacity added during the six years from 
the end of the war to the end of 1951 
will total 25,000,000 kilowatts, a 50 per 
cent increase. The private, business- 
managed electric companies alone will 
have expanded their capacity from 40,- 
000,000 kilowatts to 61,000,000 kilowatts 
by the end of 1951, a 524 per cent in- 
crease. 

Man-power and materials problems 
have dropped into the background, and 
“we are nearly half through the big 
financing job.” However, the most dif- 
ficult part of assuring the $9 billion con- 
struction program financially remains to 
be done; and the industry’s sales depart- 
ments must play a leading role in main- 
taining net income, 

Load increases in most sections of the 


country are leveling off, conforming with - 


the performance of other economic in- 
dicators. The efficiency of new generat- 
ing stations is having a substantial effect 
in keeping rate increase to the minimum 
and maintaining the industry’s record of 
high-standard, low-cost service. 

There is a need in the sales depart- 
ments for each person and each group 
to share fully in the defense of the free 
enterprise system, in order to avoid the 
evils of Communism or Socialism. 


William I. Myers 


r. Myers, dean of the New York 
State College of Agriculture at 
Cornell University, discussed farm elec- 
trification. He expects to see a con- 
tinued, steady increase in the use of elec- 
tric power to operate labor-saving equip- 
ment, especially on livestock farms. 
Some of his remarks are presented here 
in abbreviated text. 

The New York Farm Electrification 
Council, representing the utilities, is co- 
dperating with the College of Agricul- 
ture at Cornell in a program of research 
and education. 

Farmers, in general, are in a better 
position than ever before to withstand 
any possible reduction in business activ- 


ity because of their low level of debts. 
Also, they have high reserves in savings 
bonds and cash. 

Whatever happens to our economic 
affairs, U. S. farm prices of farm prod- 
ucts will continue to follow the trend of 
the general wholesale price level, and 
fluctuate around it, depending on de- 
mand and supply of food and fiber. 
Farmers as a group should expect lower 
net incomes in the next few years than 
in the recent past because farm costs 
will be higher in relation to prices 
received. 

However, 1949 looks like a good year 
for U. S. farmers by any normal stand- 
ard. While net incomes will be below the 
peaks of 1947 and 1948, they will be far 
above prewar and above any long-time 
average. 


J. V. Baker 


R. BAKER is rural electrification 

manager of Sears, Roebuck & Co. 

He spoke on the subject of how we are 

adding kilowatt hours for the electric 
utility industry. He said in essence: 

Retail outlets of Sears, Roebuck & 
Co. are emphasizing close codperation 
with rural service representatives, agri- 
cultural engineers, and home economists 
of electric utilities in promoting the use 
of electrical equipment on the farm. 

Many of Sears’ stores employ a full- 
time rural electrification representative, 
whose principal responsibility is that of 
contacting rural customers who are 
about to receive electric service for the 
first time. This representative acquaints 
the farmer with the applications of elec- 
tricity for the farm and home, and makes 
a survey of electrical equipment which 
it is anticipated the customer will need. 
He then plans and sells an adequate 
farmstead wiring job, to take care of 
both present and future needs, and fol- 
lows through on the purchase of equip- 
ment. 

On 35 farmstead wiring jobs sold un- 
der this plan, each customer purchased 
an average of $800 in wiring, plumbing, 
and electrical equipment within the first 
year after receiving electric service. 

Another service offered by Sears, Roe- 
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buck to rural customers is the self-in- 
stalled packaged bathroom, utilizing the 
facilities of the electric water system and 
water heater, 

The company is training its men first 
to know their merchandise, so that they 
can tell the customer how he can benefit 
productively by use of this equipment ; 
and, second, to know the product com- 
pletely so that the customer will have the 
correct size, style, and capacity to do the 
job. 


W.V. O’Brien 


M* O’BRIEN is general sales man- 
ager of the apparatus department 
of General Electric Company. He 
talked on the subject “Our Expanding 
Economy—A Forecast of Basic Trends.” 
His points were optimistic. In brief they 
were: 

The projected increase in sales of 
electric power during the next seven 
years will be 50 per cent, and the gen- 
erating capacity required to meet this 
sales demand and other power uses will 
amount to a 66 per cent increase. 

Before the war, the average produc- 
tion worker used more than 44 kilowatt 
hours per man-hour; today he is using 
5.7; by 1955 it is estimated that each 
worker will account for about 7} kilo- 
watt hours per man-hour, 

However, electrification of industry is 
a far larger task than merely increasing 
the amount of electric power used. A 
plant which many would call 100 per cent 
electrified may actually turn out to be a 
fertile ground for new or additional elec- 
trical equipment. 

It is the industrial processes them- 
selves, rather than the electric equip- 
ments, which are rapidly and continuous- 
ly growing obsolete. 

Among the newest developments in 
power use are: 

Electric log-carriage drives are re- 
placing the old steam drives in the North- 
west lumber mills, with tremendous in- 
creases in production. 

The world’s largest cranes operating 
on a runway are now in use at the San 
Francisco Naval Dry Dock. The main 
hook has a rated capacity of 250 short 
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tons at 10 feet per minute hoisting speed. 

Enormous 40-cubic-yard electric 
shovels in Illinois open-pit mines are 
scooping up 60 tons or more at every 
bite—the equivalent of a full railroad 
carload of earth and rocks, 

The first installation of an adjustable- 
speed motor was made on a canning 
machine in 1948, resulting in low enough 
speed for washing maintenance without 
a shutdown, and tripled output. 

For smooth, stepless speed control of 
lathes, grinders, conveyors, and mixers, 
there is a midget electronic drive that 
gives Dc flexibility from ac power, 

Today a roller-hearth furnace turns 
out a metal surface, ready for porcelain 
enameling, in just one operation. The 
old pickling method required seven 
operations. 


Fred A. Compton 


M* CoMPTON is general sales man- 
ager of the Detroit Edison Com- 
pany. His subject matter dealt with tele- 
vision as a load builder. Here are some 
of the interesting facts he presented : 

In Detroit television sales presently 
comprise from 30 per cent to as much 
as 50 per cent of the major appliance 
business. 

As a consequence, sales of other load- 
building appliances have rather sharply 
decreased, since it is the tendency of peo- 
ple to purchase a medium for entertain- 
ment, rather than a_ work- saving 
appliance. 

The number of television sets in use 
throughout the U. S. increased by 460 
per cent in 1948, with a total of 868,200 
receivers in service at the end of the year. 
It is estimated that there will be 3,000,000 
sets in service by the end of 1949, and 
18,000,000 sets by 1953. 

There are 50,000 sets installed in areas 
where transmitters are in the construc- 
tion stage, and sets have been purchased 
in anticipation of the completion of 
construction. 

About 45 per cent of the American 
people are located in areas now served 
by television, with networks having a 
potential audience of 30.3 per cent of the 
total population and local transmitters 
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covering 14 per cent. During 1949, the 
number of stations in operation is ex- 
pected to increase from the present 51 
stations in 31 cities, to 131 stations in 
69 cities. 

Studies of television show that net 
monthly increase in use of electricity per 
television receiver is about 18 kilowatt 
hours, a figure representing almost 15 
per cent of the present national average 
of 130 kilowatt hours used each month 
per residential customer. This should in- 
crease as additional hours of program- 
ming become available, and the quality 
of transmitting and reception is im- 
proved. 

The average television receiver is in 
use for 22 per cent of a 24-hour day. 
The greatest use, with 91 per cent of all 
sets in use simultaneously, occurs at 9 
PM. 

During the past year, Detroit Edison’s 
television customers’ bimonthly bills in- 
creased 18.3 per cent, of which 11.2 per 
cent is due to television and 7.1 per cent 
to additional lighting and other appli- 
ances. The average residential custom- 
er’s bill increased 6.8 per cent during the 
same period. 

There is a lack of trained service per- 
sonnel for television sets. It takes an 
average of one serviceman for each 200 
sets. Undoubtedly, some of these service 
problems will be overcome as new sets 
are developed, and fewer repairmen will 
be needed, 

The electric utility industry, Mr. 
Compton urged, should: “1. Give the 
same consideration to television as an 
electrical appliance that we do to any 
newly developed application of electric- 
ity. 2. Keep thoroughly acquainted with 
all television developments and their ef- 
fects upon our customers, electrical deal- 
ers, and our industry. 3. Maintain trained 
personnel to keep thoroughly familiar 
with use and service problems created 
by television. 4. Assist dealers and dis- 
tributors in orderly development of the 
market. 5, Establish channels for ex- 
change of information about television 
in our own industry.” 

Another interesting discussion on 
television was presented by George 
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W. Wallace, manager of television sales 
promotion for the National Broadcast- 
ing Company. He said that the television 
industry will produce 2,000,000 receivers 
in 1949 and by 1953 should reach an an- 
nual production of 5,000,000 receivers, 
“barring war or a major depression.” 
Since the war, Mr. Wallace said, the 
number of television sets in use has in- 
creased from 10,000 to 1,300,000 sets. 
Over 40,000,000 people now live within 
range of television service. There are 


‘more than 1,000 advertisers now using 


television in some form, Electric com- 
panies such as the Philadelphia Electric 
Company and the Detroit Edison Com- 
pany, along with many electrical manu- 
facturers and retailers, who have spon- 
sored television programs, have found 
exceptionally high audience response, 
Mr. Wallace reported. 


Y+- the other speeches commanding 
attention from large groups were: 
(1) “Planned Leadership for Planned 
Lighting Revenue,” given by J. M. Sted- 
man, general sales manager, Pennsyl- 
vania Power & Light Company, Allen- 
town, Pennsylvania. Described were 
lighting clinics to train more than 1,200 
electrical contractors, architects, gnd 
others in its territory in the technique of 
planning modern lighting installations ; 
(2) “Lets Sell More CLM (Certified) 
Lamps,” by H. H. Brennan, manager, 
residential sales department of Pennsyl- 
vania Power & Light Company; and 
(3) “What Is the Appliance Outlook ?” 
by T. J. Newcomb, sales manager, elec- 
tric appliance division, Westinghouse 
Electric Corporation. He stressed the 
excise tax problem, 

The lamp department of General Elec- 
tric Company gave a dramatic skit en- 
titled “The Lighting Load Is the Mother 
‘Lode.’ ” “Lode” in this case referred to 
the area in which gold is most concen- 
trated. 

“The Constant Bride” was a color 
motion picture prepared as part of the 
EEI All-Electric Kitchen Program. It 
is a human interest story designed to 
interest audiences of both sexes. 
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The March of 
Events 


In General 


EEI Chief Notes Rate Trend 


HE need of the nation’s electric utili- 

ties for higher rates was noted by 
Ernest R, Acker, president of the Edison 
Electric Institute, in addressing the insti- 
tute’s sales conference in Chicago on 
April 7th. Mr. Acker said: 


. it is encouraging to note that 
regulatory commissions are giving 
greater recognition to the fact that 
adequate earnings are essential to the 
attraction of new capital and are in 
many instances granting rate increases 
based on the additional earnings neces- 
sary to cover the capital requirements 
of the business rather than on a theo- 
retical return on a hypothetical rate 
base. 

A brief up-to-the-minute résumé of 
the rate increase picture shows that 
128 rate increases have been requested 
by 106 companies since January 1, 
1947. Of these requests 100 have been 
granted to date, 27 are still pending, 
and one has been denied. Of the 27 
cases still pending, one was started in 
September, 1948, 15 during the last 
quarter of 1948, and 12 during the first 
quarter of 1949, In general, commis- 
sions have been quick to recognize the 


* 


need and have acted promptly. (New 
York is an exception. ) 


Mr. Acker observed that municipalities 
and other governmental agencies supply- 
ing electricity to the public also have felt 
the need for increased revenue. He said 
that over 200 increases were made effec- 
tive in this field since 1947, even though 
many had increased rates during 1944 
and 1946, the period of greatest rate re- 
duction in the history of the private com- 
panies. 

He stressed the fact that rate increases 
requested have been modest in amount 
although, generally speaking, construc- 
tive in form, and that the electric indus- 
try has “now and probably will continue 
for some time to be out of phase with the 
decline in the general price level. 

“This implies that requests for rate in- 
creases should be filed promptly and pur- 
sued vigorously lest we ‘miss the market’ 
and lose public understanding,” Acker 
added. In addition, he said that every 
effort should be made to “relate such in- 
creases to future capital requirements 
which in view of the heavy construction 
program of the next few years cannot 
help but weight our over-all costs with an 
increasing proportion of high investment 
costs.” 


Arizona 


Governor Signs Co-op Bill 


Coe Garvey recently signed 
into law a bill enacted by the state 
legislature which defines territories elec- 


tric coOperatives may serve, provides for 
such service in territories where private 
utilities fail to service within ninety days 
after application, and restricts co-op serv- 
ice to members. 
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Colorado 


REA Scores Victory 
To Rural Electrification Admin- 


istration scored a major victory re- 
cently in the state senate when the up- 
per chamber voted to repeal a law which 
gives the state public utilities commission 
control over REA, 

The senate, in a roll call vote, approved 
the repealer 25 to 5, and sent the measure 
to Governor Knous, who was expected to 
sign the measure into law. 

Sponsors of the bill argued the law 
favored private utilities and handcuffed 
REA in expanding electric service to iso- 
lated areas. Opponents contended this 
was not true, however, insisting that the 
law has “not hurt” REA. 

The principal argument against the 


REA legislation was made in the house 
by Representative Samuel J. Eaton, 
Democrat of Denver, who said the pres- 
ent law should be amended but granting 
the REA’s a free hand was going too far. 

Charles J. Kelly, Public Service Com- 
pany of Colorado attorney, said, in sub- 
stance, “it gives the co-ops the same pow- 
ers private utilities have today but with- 
out any supervision and without requir- 
ing that they pay their just share of taxes. 
It puts them on the same competitive 
basis as a supervised, regulated utility but 
without any controls. They could raid any 
territory of the utilities for customers 
and build parallel lines. Right now the 
REA groups pay property tax on 20 per 
cent of valuation, while private lines are 
assessed on 43 per cent.” 


Connecticut 


Lower Rates through Merger 
HE Simsbury Electric Company 
was merged into the Hartford Elec- 

tric Light Company on April Ist. In an- 
nouncing the merger plans, Austin D. 
Barney, president of the Hartford Elec- 
tric Light Company, announced that a 
rate reduction totaling $13,000 annually 
would be effective immediately. 

The reduction brings Simsbury into 


the same rate category as neighboring 
towns also serviced by the Hartford 
Company. The reduction will affect 
“practically every electric user in Sims- 
bury,” John Gunning of the Hartford 
Electric Light Company reported. 

No changes in method of operation are 
planned, Mr. Gunning said, but improve- 
ment in the plant and transmission line is 
planned in the future. 


Florida 


Tax Boost Recommended 


] pee oy: tax on the gross receipts of 
public utility companies would be 
boosted from 14 to 3 per cent, to raise 
$1,500,000 in additional annual revenue, 
under a recommendation made by Gov- 
ernor Fuller Warren in his message to 
the 1949 state legislature, which con- 
vened on April 5th. 

The increased utility tax was one of 16 
new or increased taxes proposed by the 
Florida governor, who asserted that the 
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state legislature “is confronted with the 
tremendous task of raising more than 
$70,000,000 in new revenue during the 
next two years.” 

Governor Warren declared that unless 
additional taxes are levied, “the state will 
be unable to pay its current bills by 
September. The state might even become 
unable to preserve law and order. A par- 
tial breakdown in state government is in- 
escapable unless new revenue is pro- 
vided by the legislature.” 
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Georgia 


Urged to Fight against FEPC 


(re Talmadge warned Ameri- 
can Legionnaires in Atlanta recent- 
ly that the southern fight against an 
FEPC and other civil rights legislation 
“is not over but just begun.” 

Declaring that states’ rights already 
have been virtually destroyed, the gover- 
nor said that “it is necessary to restore 
the dual concept of government that 
authority not delegated to the Federal 
government is reserved to the 48 states. 

“What might be good for New Hamp- 


shire might be disastrous to Georgia, and 
what might help Arizona could be harm- 
ful to Vermont.” 

If efforts to break down states’ rights 
are successful, he said, our government 
will become a “socialized bureaucracy, 
communistic in principle, telling us where 
we must work, when we must work, and 
for what pay we must work.” 

He warned of such a fate by pointing 
to Great Britain, “which was the greatest 
empire in the world until it turned to 
socialistic government and since has had 
to call on the United States for aid.” 


Maryland 


Rate Increase Granted 


HE state public service commission 

on April 7th approved an 114 per 
cent rate increase for Consolidated Gas, 
Electric Light & Power Company of 
Baltimore. 

The higher rates on gas, electricity, and 
steam heat go into effect with May meter 
readings. Company serves Baltimore and 
environs, communities in Carroll and 
Howard counties, and the area down the 
western shore of Chesapeake bay. 


The commission found the company 
“is entitled to temporary rates which will 
enable it to earn a reasonable return on 
the fair value of its property” while the 
commission hears evidence and considers 
permanent increases, The commission 
hoped to do this in ninety days. 

The company was required to put upa 
$5,325,000 bond to insure refunds in the 
event the commission ultimately finds that 
present rates are producing an adequate 
profit. 


*. 
Michigan 


PSC Reform Supported 


RENTISS M. Brown, chairman of the 

board of Detroit Edison Company, 
last month announced his support of 
some of the major proposals of Governor 
Williams for a change in public utility 
rate regulatory law. In a letter to the gov- 
ernor, Brown stated: 


Certainly none of the proposals you 
have advanced so far would lead me to 
differ violently with you. 


Specifically, Brown said he was not op- 
a to the governor’s request for legis- 
ation eliminating “interim” orders in 
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rate cases by the state public service com- 
mission, providing ways can be found to 
expedite the hearings before the commis- 
sion. 

Brown added that he also did not op- 
pose the suggestion that no member of the 
commission, or its attorney, should repre- 
sent a utility before the commission for 
two years after leaving the commission’s 
employ. 


Local Utility Tax Advocated 


oe of a bill to permit Michigan 
cities and villagés to impose local pub- 
lic utility taxes and other excise levies 
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was advocated by city officials at a hear- 
ing conducted recently by the state sen- 
ate taxation committee. 

To be divided with school districts if 
their boundaries are the same, the pro- 
posed local taxes would be limited to an 
amount equa] to what would be raised by 
a 20-mill property tax, 

John Huss, secretary of the Michigan 
Municipal League, said possible excise 
taxes under discussion by cities included 
payroll and income taxes, hotel room 
taxes, public utility taxes, business 
licenses, and levies on commercial ac- 
tivities. 

Spokesmen for realtors joined city 
officials in favoring this bill. A. R. 
Saunders, secretary of the Michigan Real 
Estate Association, contended excise 
taxes were “fairer than saddling the cost 
of major improvements on the 65 per 
cent of the people who own property.” 

The bill was opposed by representa- 
tives of manufacturers and retailers. 


Gas Increase Granted 


HE state public service commission 

last month granted Consumers 
Power Company a gas rate increase 
totaling $1,800,000 a year, effective on 
gas used on and after April Ist. The 
company had requested a rate increase of 
$4,800,000, (See page 587.) 

The rate hike, allowed on a rate base of 
$40,673,000 which was established by 
the commission’s staff, will give the com- 
pany a return of 6.5 per cent, it was said. 

The commission said the increase al- 
lowed will average 11 per cent over the 
present base rate and 1.7 per cent less 
than the present base rate plus the sur- 
charge granted last August, which ex- 
pired March 31st. 

The commission last summer issued an 
order permitting Consumers Power to 
make a surcharge to meet the additional 
cost of using manufactured gas instead 
of natural gas. 


New Hampshire 


Utility Bill Killed 


HE state senate last month killed a 

bill designed to regulate the earn- 
ings of utilities in the state. In amended 
form, the bill would have established as a 
reasonable return on utility investments, 
a figure up to and including 54 per cent. 
Any return above that figure would have 
been presumed unreasonable unless the 
utility could prove otherwise. 


Commission Hikes Revenue 


HE Public Service Company of 
New Hampshire was granted 
authority recently to increase its annual 


earnings by $404,000 a year through a 
fuel surcharge on all classes of custom- 
ers, effective April 1st. 

A unanimous decision giving the 
state’s largest power company a revenue 
hike was handed down by the state pub- 
lic service commission on March 30th. 

The order means an average 3.2 per 
cent increase on the monthly bills of the 
utility’s 113,000 customers, both domes- 
tic and commercial. 

In its order, the commission cited that 
the net return which the utility will 
realize on its New Hampshire holdings is 
less than 6 per cent. The return will be 
in the neighborhood of 5 per cent, 


New Jersey 


Rate Raise Plea Canceled 


ERSEY CENTRAL Power & Licut Com- 
PANY has withdrawn voluntarily its 
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application before the state public utilities 
commission for increased electric rates 
because of “improved conditions” dur- 
ing the first two months of the year, E. 
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H. Werner, president, announced recent- 


y. 

Werner said the company is still seek- 
ing increases in gas rates “made impera- 
tive because of a substantial loss for the 
period ended February 28th.” 

The power company last month filed 
application with the commission for an 
increase of $675,000 annually in electric 
rates. It also asked an increase of about 
104 per cent in gas rates. 

“Improved conditions during the last 
two months and a very apparent national 
economic change have prompted us to 
take a wait-and-see attitude,” Werner ex- 
plained, speaking of the electric rate pro- 
posal. “The company is hopeful.that this 
trend will continue.” 


* 


New 


Gas Heat Barriers Eased 


N= rules governing the supply of 
gas to new customers for heating 
homes, factories, offices, and stores were 
announced on April 7th by the state pub- 
lic service commission. For some areas, 
mostly upstate, they ease existing re- 
strictions. In others, present restrictions 
are continued. 

The new rules are based on informa- 
tion obtained by the commission on the 
prospective availability of gas for heat- 
ing purposes in the various regions of the 
state. They will apply for the 1949-50 
heating season. 


* 


Boswell Again Heads 
Commission 


OVERNOR Driscoll recently nomi- 
nated John E. Boswell of Cape May 
to succeed himself as president of the 
state board of public utility commis- 
sioners, and the senate voted immediate 
confirmation. The term is for six years. 
Driscoll left unfilled, however, the 
vacancy on the commission created by the 
death of Joseph A. Brophy. Mayor 
Davis of Orange had been discussed as 
one under consideration for the vacancy, 
but failure of Driscoll to appoint him 
prior to adjournment of the legislature 
was interpreted as ending Davis’ chances 
for the post. 


York 


Utility Tax Kept 


Bern re Dewey recently approved 
an extension of the law giving cities 
power to tax the gross income of utility 
corporations. The tax is used by virtually 
every city in the state. New York city 
gets $2,000,000 to $3,000,000 a year from 
this source. 

The enabling legislation under which 
cities impose the tax was to have expired 
July 1, 1949. The bill approved early this 
month postpones the expiration date to 
July 1, 1950, 

Two bills relating to operations of New 
York city’s transit system were vetoed. 


Ohio 


Additional Gas Heat Units OK’d 


HE East Ohio Gas Company was 
authorized to add 25,000 gas-heating 
customers by the state public utilities 
commission in Columbus recently. 
Harry M. Miller, commission chair- 
man, was quoted by the Associated Press 
as saying the units would be divided in 
the usual manner—5 per cent for com- 


mercial use and 95 per cent for home use. 

The 95 per cent, he added, would be 
equally divided between installations in 
new homes and heating unit conversions 
in old homes. 

Miller said the increase to East Ohio, 
which serves Cleveland and the north- 
eastern Ohio industrial area, would take 
care of “practically all” of the applica- 
tions on file April Ist. 
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Oregon 


To Make Second Gas Rate Cut 


HE second gas rate reduction in two 
months was announced recently by 
Portland Gas & Coke Company. This 
cut, like the other, was the result of a de- 
cline in heavy oil prices. 
C. H. Gueffroy, vice president, said the 
new reduction will mean a total annual 
saving to 100,000 users of about $445,- 


000. The previous cut amounted to $557,- 
000 annually. 

The change would become effective, 
providing Public Utilities Commissioner 
George H. Flagg approves, with meter 
readings taken on and after April 15th. 

The reduction is at the rate of 4.8 cents 
per thousand cubic feet used. The Febru- 
ary cut was 6 cents per thousand cubic 
feet. 


Pennsylvania 


Rate Increase Authorized 


HE state public utility commission 

recently authorized Duquesne Light 
Company, Pittsburgh, to make effective, 
one day after filing, a revised application 
of its fuel adjustment clause. The revi- 
sion is designed to produce an estimated 
$422,000 additional revenue annually 


from rates of 10,000 industrial and com- 
mercial consumers. 

The new proposal replaced an earlier 
one suspended by the commission for six 
months to September 14th, which would 
have reflected an estimated $63,720 year- 
ly increase in the bills of 15,000 heavy 
energy users, 


Tennessee 


Strike Bill Passed 


A™ prohibiting strikes or other 
work stoppages in electric power 
systems was given final passage by the 


state legislature and sent to the governor 
on April 8th, 

The measure provides for compulsory 
arbitration before the state railroad and 
public utilities commission. 


Texas 


Proposal Receives Support 

A= to set up a state hydroelectric 

commission got a boost recently 
from George C. Chance, president of the 
board for Brazos River Conservation 
and Reclamation District. He wrote 
Representative Pearce Johnson of Aus- 
tin, chairman of the house committee on 
state affairs, that the bill by Repre- 
sentative Andy James of Hillsboro is im- 
portant to the whole state, although it 
affects only the Brazos River Transmis- 
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sion Electric Codperative, Chance said. 

The codperative buys power from the 
Brazos district and sells most of it, at a 
profit, to the Texas oe & Light a0 

. James proposes to have rates fixe 
ig sites per ana pr he than the Federal 
Power Commission. 

“T do not think that the opposition to 
any bill giving the state of Texas the 
right to regulate its own power sales 
originates within the state,” Chance 
wrote, “except from a few who might 
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have a personal interest in keeping con- 
trol of the Brazos River District in the 
Federal Power Commission and out of 
the hands of the legislature. The opposi- 
tion is being fronted by Texas farmers 
under the mistaken belief that their elec- 
tric rates will be raised by reason of this 
legislation.” 

Chance declared the legislature has a 
big interest in the matter since earnings 
of the Brazos district go into the state 
general fund. 


Ruling Hits Operators 


IL operators cannot flare gas just be- 

cause it is unprofitable for other 
use, the third court of civil] appeals at 
Austin held recently. 

It dissolved a district court injunction 
which has since December 1st restrained 
the state railroad commission from en- 
forcing its order for operators in Flour 
Bluff field, Nueces county, to stop flaring 
gas. An appeal to the state supreme court 
was expected. 

The state previously won an appeal to 
the supreme court involving a similar 
order for Heyser field, Calhoun county. 


The high court was reported to be con- 
sidering a plea for rehearing by the op- 
erators. Fourteen other flare gas cases 
awaited further action by Austin district 
courts, which granted operators tem- 
porary injunctions against the commis- 
sion. 


Governor Approves Dam Bill 


OVERNOR Beauford H. Jester recent- 
ly gave formal approval to the house 
bill authorizing the Lower Colorado Riv- 


. er Authority to build two more Colorado 


river dams. 

Under this law, LCRA may issue up to 
$50,000,000 in bonds to finance the ex- 
pansion of the authority which, when 
completed, will give it six dams with a 
power potential of 236,000 kilowatts or 
316,355 horsepower. 

A delegation of legislators and citizens 
from the Colorado valley witnessed the 
governor’s signing of the bill. 

Max Starcke, general manager of the 
authority, said that work would start al- 
most immediately on the two new dams, 
both in the vicinity of Marble Falls, west 
of Austin, 


Washington 


To Fight Power Exploitation 


"Pr greconin Langlie is determined to 
oppose any effort to exploit the 
power program in Washington at the 
public’s expense, his assistant, H. P. 
Everest, said recently. 

The statement followed a charge by 
Representative Jensen, Republican of 
Iowa, in Washington, D. C., that Wall 
Street promoters are trying to buy up pri- 
vate utilities, hoping to profit when they 
are turned into public power projects. 

Everest said the governor plans to use 
the newly created state power commis- 
sion to resist “any attempt to saddle the 
people of the state with any system or 
parts of a system at inflated value.” 

Also as a result of Jensen’s charge of 
“political shenanigans” in public power 
manipulations, Spokane citizens have 
APR. 28, 1949 


undertaken to invoke a referendum on 
the controversial three-in-one power bill 
passed by the recent legislature. 

Edward P. Ryan, president of the 
Voters’ League which defeated an at- 
tempt to put the city in the power busi- 
ness in 1941, volunteered to assist in re- 
viving the organization to carry the fight 
to the polls again. Fred L. Stanton, presi- 
dent of the Washington Trust Company, 
likewise offered his codperation. 

These men, and others who oppose 
public ownership of private power facili- 
ties, want to give the voters a chance to 
make the final decision. They are confi- 
dent 30,000 signatures can be secured to 
a referendum petition. This would hold 
up the enactment of § 2 of HB 561 until 
the voters can decide the issue at the gen- 
eral election in 1950. 
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Progress of Regulation 


System-wide Basis for Natural Gas Rates Upheld but 
Departments Segregated 


Se. Michigan commission author- 
ized a gas and electric company to 
increase rates and to provide uniform 
rates to various classes of natural gas 
customers. Changing circumstances had 
produced certain inequities in varying 
rates charged the same class of customers 
in the system. Consumer demand re- 
quired plant expansion and the com- 
pany’s over-all net income from natural 
gas sales was inadequate. 

Several of the cities served by this 
company claimed that the commission, 
in fixing the rates, should treat each city 
as an independent entity and rate-making 
area. The commission rejected this con- 
tention, believing that the determination 
of rates upon other than a system-wide 
basis would be completely contrary to 
facts and actual operations of the com- 
pany. 

It pointed out that the service area 
was a completely integrated and inter- 
connected entity and that the company 
operated its whole area as a single utility 
system, There was no express language 
in any of the statutes restricting the ex- 
ercise of the commission’s rate-fixing au- 
thority so that it should, as a matter of 
law, treat each municipality as a unit for 
rate-making purposes. 

A request to consolidate this proceed- 
ing with applications for rate increases in 
electric and steam-heating departments 
was denied. The cities had urged that the 
departments could not be separated with 
any degree of certainty and that a rate 


increase in the gas department, even 
though proper, should be delayed until 
the commission had an opportunity to 
complete its investigation of earnings in 
other departments. The commission said 
that the departments of the company were 
not interdependent and that they could 
and should be separately treated for the 
purposes of rate regulation. 

To increase rates in one department, 
it was urged, even though admittedly too 
low, might conceivably result in an un- 
just enrichment to the company on an 
over-all basis, in that rates of other de- 
partments might be excessive, The com- 
mission rejected this contention. 

It observed that while it is true that 
a public utility is entitled to earn no more 
than a fair return from its total combined 
operations, it does not follow logically 
that fair and reasonable rates of one de- 
partment should be delayed on the pre- 
sumption that rates of the other depart- 
ments might be too high, It said: 


We believe regulatory experience 
has established the wisdom of regulat- 
ing departments of combined utilities 
as separate entities for rate-making 
purposes when they are not interde- 
pendent upon each other, that it has 
established the wisdom of promptly 
increasing rates found to be too low 
and promptly decreasing rates found 
to be too high. Thus, there is afforded 
a greater expedition in rate relief both 
to the public and to the utilities. 
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Further, it is important to note that 
the rates of other departments of a 
combined utility are generally, as in 
this case, regulated rates approved by 
order of the commission. It cannot be 
assumed that such rates are too high 
or too low. On the contrary, such rates 
must be assumed reasonable until 
shown to be excessive or confiscatory. 


The commission, in refusing to consoli- 
date this proceeding with the proceedings 
involving the other departments, stated 
that the principle that separate depart- 
ments of a combined utility must stand 


upon their own feet is well recognized by 
the regulatory agencies and courts of the 
United States. 

Reproduction cost new was rejected as 
the sole determinant of fair value of 
utility property on the ground that it is 
not reliable, equitable, or realistic. The 
commission said that the determination 
of fair value of utility property requires 
a consistent standard. It found the fair 
value of the property to be represented 
by the original cost rate base. The rates, 
as approved, allowed the company a re- 
turn of approximately 6.5 per cent. Re 
Consumers Power Co. (D-2948-49.2). 


= 


Length of Hearing Warrants Emergency Rate Increase 


=o Maryland commission, in hear- 
ing a telephone company’s applica- 
tion for a rate increase, took occasion to 
interpret a state statute (§ 372 of Art 23) 
providing for temporary rate increases 
and reductions. The statute provides in 
part that a utility whose operating in- 
come, after reasonable deductions for de- 
preciation and other reserves, is less than 
the amount required for a reasonable re- 
turn upon its property, may be allowed 
a temporary rate increase where a final 
hearing on its application for a rate in- 
crease will require more than ninety 
days. 

After finding that an emergency ex- 
isted so that the statute was applicable, 
the commission considered the meaning 
of the term “hearing.” It was held that 
hearing means the total time including 
intervening elapsed days required for 
opening statements of all counsel, 


le New Jersey Board of Public 
Utility Commissioners permitted a 
railroad to discontinue several lines op- 
erated at a loss where the record indicated 
declining patronage of the trains and in- 
creasing losses in revenue, occasioned by 
widespread public resort to other means 
of transportation. 
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presentation of petitioner’s case, presen- 
tation of opposition’s case, cross- 
examination of all witnesses, closing 
arguments, and the decision by the com- 
mission and the filing of its opinion. 

From experience the commission 
found that the hearing on permanent 
rates would require more than ninety 
days, particularly in view of the com- 
pany’s expressed intention to present a 
detailed statement of its property valua- 
tion based on reproduction cost. Conse- 
quently, temporary rates were established 
pending a final determination. 

Commissioner Hessey, in a dissenting 
opinion, expressed the belief that a 
“hearing” should not include time re- 
quired for the preparation of a case but 
should only include time actually spent 
in its presentation. Re Chesapeake & 
Potomac Teleph. Co. (Case No. 4968, 
Order No. 45867). 


e 


Public Need Is Paramount on Discontinuance 


The board noted that the company’s 
failure to earn a proper return on the 
line was not the ground for its order 
permitting discontinuance, since the lack 
of public need or demand was the para- 
mount consideration. Re Pennsylvania- 
Reading Seashore Lines (Docket No. 
3693). 
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Commission Authority over Telephone Franchise 
Is Paramount 


TS petition of a man and his wife, 
coéwners of a telephone utility, for 
a franchise to continue and extend their 
operation presented a difficult problem 
to the Tennessee commission, particular- 
ly when another party showed that the 
municipality to be served had already 
given him a franchise to serve essentially 
the same area. 

The franchise holder had no plant, 
lines, or facilities whatsoever, but he 
testified that he was ready and able to 
contract for the necessary construction 
and equipment. The applicants, on the 
other hand, had a going plant and had 
served the area for over twenty years, but 
they had done so without any authority 
since their old franchise expired in 1939. 
The question whether the commission 
or the municipality was the proper body 
to authorize service was first disposed of. 
A careful examination of statutes, case 


law, and the charter of the municipality 
brought the commission to the conclusion 
that it, as a state agency, and not the 
municipality had jurisdiction. 

The paramount consideration was de- 
scribed by the commission as “the wel- 
fare, interest, and convenience of the 
general public, and the right of the citi- 
zenry to be protected from chaos, con- 
fusion, and economic disturbance at the 
hands of contending parties interested in 
a franchise which supposedly serves the 
purpose of promoting and protecting 
service to the people.” 

The commission, after finding from 
the testimony in the record that neither 
the franchise holder nor the municipality 
itself opposed the applicant’s continued 
operation but simply desired an improve- 
ment in service, granted the petition for 
a franchise. Re Howard et al. (Docket 
No. U-2947). 


z 


Return on Depreciated Original Cost 


HE Georgia commission, in consid- 

ering a local transit company’s ap- 
plication for a rate increase, adopted 
original cost depreciated as a rate base. 
This was found to be consistent with 
the commission policy of using prudent 
investment less accrued depreciation as 
a fair base. Rates set by the commission 
were sufficient to permit the company a 


return of 6 per cent on its investment 
in plant and equipment after the interest 
on indebtedness for new vehicles pur- 
chased under a lease and conditional 
sales arrangement had been paid, The 6 
per cent return was computed on the 
investment in plant excluding the new 
equipment. Re Georgia Power Co. (File 
No. 19517, Docket No. 9288-A). 


e 


Penalty Charge for Storage with Motor Carriers 


N investigation by the Michigan com- 
mission into rates for the detention 

of equipment by motor carriers operat- 
ing intrastate resulted in an order direct- 
ing that all carriers file uniform charges. 
The practice of shippers of storing 
their merchandise in the trucks of car- 
riers for periods prior to shipment, after 
shipment, or both, had many times been 
called to the commission’s attention. The 
according of free use of transportation 


facilities for storage, the commission 
pointed out, is equivalent to a deduction 
from the rates for shippers availing 
themselves of this privilege. 

Rates for this storage were established 
at a level greater than the actual value 
of the storage service provided, in order 
to promote the prompt removal of freight 
from carriers’ premises. Re Detention of 
Equipment by Motor Carriers (D-3476, 
Supp 2). 
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Rate Order Not Fortified by Rate Base 
Determination Is Held Confiscatory 


HE Massachusetts Supreme Judicial 

Court annulled a gas rate order of 
the department of public utilities on the 
ground that it was confiscatory, The de- 
partment had made no clear-cut finding 
of a rate base to which a percentage of 
return could be applied. The court was 
not sure whether the department re- 
garded either the capital stock or capital 
stock and surplus as the amount of 
prudent investment. 

Such amount, said the court, would be 
only a guide. A finding of a percentage 
of return on capital stock or on capital 
stock and surplus would not be a finding 
on a rate base of the amount of prudent 
investment in any commonly accepted 
meaning of the term. The same would 
be true of a reference to a percentage 
return on depreciated plant investment. 

A plant investment figure appeared to 
be a book figure taken from the com- 
pany’s annual return, This figure, said 
the court, might be more or much less 
than the prudent investment and rates 
related to it might be correspondingly 
unfair to the consumer or to the com- 
pany. It seemed that the department did 
not regard this as an important factor 
anyway. 

The department, the court continued, 
had professed to adhere to its rule that 
prudent investment is the rate base not- 
withstanding the statements of the Su- 
preme Court of the United States and of 


the Massachusetts court that “rates must 
be sufficient to yield a fair return on the 
value of the property employed after 
paying costs and carrying charges.” 

Earnings under the rate order would 
permit a dividend of about 34 per cent 
on common stock capitalization taken by 
the department and about 2? per cent 
on such capitalization plus surplus. Earn- 
ings would permit a dividend of a little 
over 3 per cent on common capitalization 
adjusted for new stock soon to be issued 
and less than 24 per cent on that capitali- 
zation plus surplus, 

The return permitted, said the court, 
was insufficient to assure confidence in 
the financial integrity of the enterprise 
so as to maintain its credit and attract 
new capital. 

Objections to a full review by the court 
were overruled with the statement that 
where constitutional rights respecting 
rates are involved the state law confers 
full equity jurisdiction, This comprises 
power to restrain confiscation of property 
used and useful in the public service. 

The Declaration of Rights of the com- 
monwealth, said the court, guarantees to 
an owner, who alleges that confiscation 
of property will result from a rate order, 
a fair opportunity for submitting that 
issue to a court for determination upon 
its own independent judgment as to both 
law and facts. Lowell Gas Co. v. Depart- 
ment of Public Utilities. 


7 


Service beyond City Limits Approved Retroactively 


proval of its action. It had served the 
area faithfully since first extending serv- 


HE New Jersey Board of Public 
Utility Commissioners decided a 
service controversy between a municipal 
electric utility and a privately owned 
electric company in favor of the mu- 
nicipal utility even though the territory 
involved was outside its corporate limits. 
The record indicated that the utility 
had extended its lines into an adjoining 
borough several decades ago without 
first having obtained commission ap- 
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ice. A real estate development in the 
adjoining borough had made arrange- 
ments with the private company to be 
served over its lines rather than those of 
the municipal utility. 

The board said that the utility’s failure 
to obtain commission approval did not 
require the board to overrule its protest, 
and added: 
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PROGRESS OF REGULATION 


However, it is not a novel procedure 
to validate by appropriate action op- 
erations which have failed to meet 
requirements of prior authorization 
provided that the circumstances in a 
particular instance warranted such 
remedial action. The board is of the 
opinion that the circumstances in this 
case warrant a validating order . . . 


The factors which influenced the 
board’s decision were (1) the fact that 
at the time service was begun no other 
utility was serving the area; (2) the con- 
siderable sum of money in plant, equip- 
ment, and facilities which was invested 


7 


in the territory; and (3) the unjustified 
interference with the public convenience 
of residents of the area which would re- 
sult if the municipality were not permit- 
ted to continue its service. 

The fact that the private company’s 
rates to certain consumers in the terri- 
tory were lower than those of the mu- 
nicipality was not considered determina- 
tive of the basic issue of right to serve. 
The board pointed out that it could al- 
ways scale down rates which were found 
to be excessive. Butler v. New Jersey 
Power & Light Co. (Docket Nos. 3550, 
3932, 3931, 3933). 


Motor Carrier Permit Not a Property Right 


TS petition of one to whom a motor 
carrier permit had been mortgaged 
for a rehearing on its cancellation was 
denied by the Colorado commission, 

The mortgagee contended that he did 
not receive adequate notice of the hear- 
ing from which the cancellation order 
resulted and that such order would de- 
stroy all his property rights in and to the 
permit. 

After detailing the events leading up 
to the hearing on the cancellation and 
effectively establishing that the mort- 
gagee had knowledge of and participated 
in the hearing, the commission made the 
following statement regarding the nature 
of the rights conferred by motor car- 
rier permits : 

... they do not confer indestructible 
property rights, and are purely regu- 
latory measures that can vest only 
limited property rights in the holders 

. such a permit may have certain 
astects of property rights; namely, 
that it can be transferred, leased, or 


e 


assigned, but at best it is nothing but 
an indefinite, revocable license, or a 
license to serve the public for a limit- 
ed period of time. This view is in 
keeping with the concept that a permit 
is an important, effective, and flexible 
device. Were it considered otherwise, 
its flexible character would be lost, and 
it would be a much less effective regu- 
latory instrument in the hands of a 
commission such as this. 


Serious inroads on the regulatory 
power of the commission would result 
from a consideration of permits as prop- 
erty rights, A carrier which had mort- 
gaged its permit with the consent of the 
commission could thereafter run wild.in 
violating all rules, regulations, and laws 
relative to motor carriers, with the com- 
mission powerless to intervene. Such 
absurd consequences, the commission 
felt, clearly indicated that a permit was 
not a property right. Re Ed Knott (Case 
No. 4990, Decision No, 32067). 


Public Interest More Than Temporary Convenience 


HE Pennsylvania commission re- 
fused to remove a restrictive provi- 
sion from a motor carrier’s certificate 
where the carrier formerly serving the 
area which the restrictive provision af- 


fected had gone into bankruptcy. The 
rights of the bankrupt had been sold to 
an operating carrier who continued serv- 
ice. The commission was reluctant in the 
public interest to deprive the successor 
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of the bankrupt of what might be an es- 
sential safeguard for its over-all opera- 
tions. 

The commission’s decision was appar- 
ently contrary to the wishes of a large 
section of the bus-using public who con- 
sidered it an inconvenience that busses 
should pass them by with closed doors. 
The decision was based on this reason- 
ing : 

If, by approving the application and 


thereby removing this safeguard, all 
of the service expected of Penn 
Transit Company should be en- 
dangered, this loss of service would 
far outweigh any temporary additional 
convenience which might be enjoyed 
by some of the company’s patrons, 


Re Harmony Short Line Motor Transp. 
Co. (Application Docket No. 7047, Fold- 
er 41, Am-B). 


2 


Motor Service by Railroad Is Interstate Commerce 


HE Washington Department of 

Transportation approved an inter- 
state railroad’s application for authority 
to render a pick-up and delivery service 
by motor carrier in conjunction with rail 
service. The department based its deci- 
sion principally on the constitutional 
limitation on state control over interstate 
commerce. 

The railroad intended to rent trucks 
and drivers from a corporation and as- 
sume full responsibility and control over 
all shipments. This element of control, 
the department said, indicated that the 
rental corporation was in no sense a car- 
rier and that the proposed operation was 
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really service by an interstate railroad. 
The extent of state authority over such 
a service is indicated in this statement: 


If this department attempted to re- 
fuse operating authority to a railroad 
for such service because of the com- 
petitive effect of operation by the 
railroad on existing motor freight car- 
riers this would be an unconstitutional 
regulation of or burden upon inter- 
state commerce whether or not the 
field had been entered by the Federal 
government, which it has done. 


Re Union Pacific R. Co, (Order MV 
No. 51508, Hearing No. P-20533). 


Commission May Not Act on Managerial Matters 


SCHOOL district’s petition for a re- 

duction in transportation rates for 
schoolchildren was denied by the Penn- 
sylvania commission. 

The petition, the commission found, 
was not in the nature of a complaint in 
that it did not state any act or omission 
of the transportation company in viola- 
tion of any law or commission regula- 
tion. Consequently, the company’s mo- 


tion to dismiss the petition was granted. 

While sympathizing with the position 
of the school authorities, the commission 
felt that a commission order establishing 
a reduced fare for schoolchildren would 
be a usurpation of the prerogative of 
management and an unwarranted exten- 
sion of its regulatory jurisdiction. School 
District of Scranton v. Scranton Transit 
Co. 


e 


Preferred Stockholders Entitled to Dividends 
During Reorganization 


A HOLDING company was ordered to 
divest itself of most of its invest- 
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ments and in the process of liquidation 
was authorized to declare and pay div- 
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idends on its prior preference stock. Jun- 
ior security holders claimed the right, be- 
cause the holding company was in the 
process of reorganization, to deny to the 
prior preference stockholders current 
dividends to which they would otherwise 
be entitled, pending final conclusion of 
the reorganization. The reason given in 
support of this argument was that the 
junior security holders have the right in 
reorganization to discount dividend 
arrears of senior security holders and 
that, therefore, it would be unfair to re- 
sume dividends. 

The commission stated that it had 
never recognized the propriety of with- 
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holding, or any right on the part of cor- 
porate management to withhold, divi- 
dends from senior security holders with 
the purpose of subsequently discharging 
the resultant dividend arrears at a dis- 
count, Furthermore, the Federal commis- 
sion pointed out, it has been the consistent 
practice of companies in reorganization 
to pay current dividends to senior secu- 
rity holders during the reorganization 
process where the facts warrant such 
action, Payment of the proposed divi- 
dends was held not to be detrimental to 
the public interest or the interest of in- 
vestors. Re Standard Gas & E. Co. (File 
No. 70-2006, Release No. 8739). 


7 


Condemnation Order for Crossing Elimination Continued 


HE Pennsylvania commission de- 

nied a property owner’s request 
that his warehouse be freed from an 
easement appropriated by the commis- 
sion several decades earlier for a grade- 
crossing elimination project. 

The commission pointed out that the 
easement was not interfering in any way 
with the use of the warehouse and that 
the condemnation did not affect the own- 
ership of the property but only subjected 


the property to those uses which the 
crossing elimination project required. 

In continuing its order and denying the 
warehouseman’s request the commission 
ruled that such action was necessary to 
protect the connecting roads and the ap- 
proach to the crossing above grade. De- 
partment of Highways v, Pennsylvania 
Railroad Co, et al. (Complaint Docket 
Nos. 8173, 8199, Application Docket No. 
21972). 


= 
Other Important Rulings 


HE Georgia commission, in valuing 

telephone property for rate-making 
purposes, excluded an item for emer- 
gency reserve which actually represented 
an investment in securities of the parent 
company, The commission pointed out 
that this is not a-proper part of the rate 
base, nor are earnings on such an invest- 
ment related to revenues from telephone 
service, so that neither the reserve and 
earnings on it should be considered. Re 
Thomaston Teleph. Co. (File No. 19325, 
Docket No, 9190-A). 


The Indiana commission authorized a 
municipal water plant to charge extra 
rates for extraterritorial service to cover 
the increased cost of the care and main- 


tenance of water pipes. It believed that 
the burden of cost should be placed on 
those for whose benefit the mains were 
installed and used. Re Danville Water- 
works (No. 20990). 


The Missouri commission permitted 
a gas company to file a new schedule of 
rates even though no conclusive evidence 
as to original cost of plant upon which 
a rate base could be established was pre- 
sented, where even under the proposed 
rates it was apparent that the company 
would be forced to operate at a deficit. Re 
Macon Gas Co. (Case No. 11,375). 


The Civil Aeronautics Board permitted 
an air carrier to suspend operations to 
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an airport where the rough condition of 
the runways impaired landing gears, in- 
struments, and instrument lights, and 
made operation into the field dangerous. 
The commission noted that the Post 
Office Department had advised it that it 
did not object to the proposed service 
suspension, Re Wisconsin Central Air- 
lines (Docket No. 3598). 


The Missouri commission authorized 
a power company to construct an exten- 
sion of lines into new territory where 
residents of the territory testified in 
favor of the application, where no one 
opposed it, and where the new area 
could be served easily. Re Arkansas-Mis- 
sourt Power Co, (Case No. 11,451). 


The Tennessee commission authorized 
an increase in telephone rates but imposed 
the condition that the increase for one 
exchange should be suspended pending 
further reports on the progress of the 


company’s improvement program. Re 
Inter-Mountain Tele ph, Co. (Docket No. 
2938). 


The Utah commission held that an elec- 
tric company’s rate base should not be 
taken as of the end of the test period 
but should be an average figure over the 
entire test period. Construction work in 
progress was included in this rate base 
because the company did not follow the 
practice of capitalizing interest on con- 
struction work in progress. Re Southern 
Utah Power Co. (Case No, 3332). 


The Massachusetts commission held 
that a gas company should not add to its 
rate for domestic use a so-called discount 
which could be obtained only by prompt 
payment of bills, particularly when it 
computed its return on a net basis and 
argued that it was entitled to additional 
revenue in forfeited discounts. Re Boston 
Consolidated Gas Co. (DPU 7966). 
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UNITED STATES COURT OF APPEALS, DISTRICT OF COLUMBIA 
CIRCUIT 


The East Ohio Gas Company 


Vv 


Federal Power Commission (State of Ohio, 
Public Utilities Commission of Ohio, 


Intervenors) 
No. 9741 
— US App DC —, — F2d — 


February 14, 1949 


) gr wm for review of orders of Federal Power Commission 
finding company to be a natural gas company within the 
meaning of the Natural Gas Act, requiring compliance with 
accounting orders, and requiring filing of statements and reports ; 
reversed. For Commission decision, see (1947) 74 PUR NS 256. 


Interstate commerce, § 23 — What constitutes — Local gas distribution — Supply 
from outside state. 

1. A natural gas distributing company obtaining its supply from interstate 
pipe-line companies is not engaged in transportation of natural gas in inter- 
state commerce within the meaning of § 2 of the Natural Gas Act, 15 USCA 
§ 717a, when none of its gas goes outside the state, none of its lines cross 
state lines, it makes no sales to other companies for resale, and it sells no 
gas for consumption outside the state, even though its supply is received at 
high pressures which in most cases are sufficient to propel the gas through 
its trunk lines to their ultimate destination, p. 98. 


Gas, § 2.1 — Jurisdiction of Commission — Natural gas company. 
2. A natural gas company engaged only in intrastate commerce is not sub- 
ject to the jurisdiction of the Federal Power Commission under the Natural 
Gas Act although it obtains its supply from interstate pipe-line companies, 
p. 98. 
Interstate commerce, § 37.1 — Scope of Natural Gas Act. 
3. A company obtaining gas from interstate pipe-line companies and selling 
gas only in intrastate commerce is not a natural gas company within the 
meaning of § 2 of the Natural Gas Act, 15 USCA § 717a, when it makes 
no sales to other companies for resale purposes and none of the gas sold 
by it is consumed outside of the state, p. 98. . 
Gas, § 2.1 — Federal jurisdiction under Natural Gas Act — Absence of state regu- 
lation. 
4, The congressional intent, as expressed in the Natural Gas Act, was to 
fill in the gap in regulation of the natural gas industry by supplementing 
[7] 97 77 PURNS 
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existent state regulation with Federal regulation of activities beyond the 
scope of regulatory authority of state Commissions; and the act was never 
intended to confer Federal jurisdiction over an intrastate gas company com- 
pletely and validly regulated by the state Commission long prior to the pas- 
sage of the act, p. 103. 


Commissions, § 13 — Jurisdiction — Effect of applications for authority. 


5. The fact that a gas company denying the jurisdiction of the Federal 
Power Commission applied for and received certificates from the Commis- 
sion is not of any significance, since no action of either party, either volun- 
tary or involuntary, can confer jurisdiction where it otherwise does not 
exist and where the regulatory act expressly prevents the attachment of 
jurisdiction and lays down the jurisdictional limits beyond which the Com- 





mission shall not trespass, p. 104. 
(Encerton, J., dissents.) 


APPEARANCES: William B. Cockley, 
with whom Walter J. Milde, Wm. A. 
Dougherty, C. W. Cooper, and Sturgis 
Warner were on the brief, for petition- 
er; Warren S. Ege also entered ap- 
pearance for petitioner. William S. 
Tarver, Assistant General Counsel, 
with whom Bradford Ross, General 
Counsel, Louis W. McKernan, Ber- 
nard A. Foster, Jr., and Howell Pur- 
due, Attorneys, Federal Power Com- 
mission, were on the brief, for re- 
spondent. Hugh S. Jenkins, Attorney 
General, and Harry G. Fitzgerald, Jr., 
Assistant Attorney General, were on 
the brief for intervenors State of Ohio 
and the Public Utilities Commission of 
Ohio, urging reversal. 

Before Edgerton, Clark, and Pretty- 
mann, JJ. 


CrarK, J.: The case is before this 
court on the petition of the East Ohio 
Gas Company (hereinafter alternative- 
ly referred to as East Ohio or as pe- 
titioner) for review of certain orders 
of the Federal Power Commission (re- 
ferred to hereinafter as the Commis- 
sion or the respondent). The orders 
sought to be reviewed found East Ohio 
to be a “natural-gas company” within 
the meaning of the Natural Gas Act 


* 


of 1938, as amended,’ subject to the 
jurisdiction of the Commission and 
ordered East Ohio: (1) to comply 
with all previous general accounting 
orders of the Commission applicable to 
“natural-gas companies” ; (2) to com- 
ply with all previous Commission or- 
ders requiring the filing of annual re- 
ports; and (3) to file with the Com- 
mission within ninety days the data, 
statements, and reports required by 
previous orders in so far as it reason- 
ably could and to inform the Com- 
mission when the remainder could be 
filed. 


During all the proceedings before 
the Commission the effectiveness of 
the orders here under review was 
stayed by the Commission in order 
to preserve the status quo. Similarly, 
upon petition of East Ohio, and the 
respondent having filed consent there- 
to, this court granted a stay pending 
its decision on review. 


[1-3] Although the petitioner and 
the respondent differ radically as to 
the interpretation of the facts of the 
case and their net effect, as might be 
expected, there is no controversy as 





152 Stat 821 (1938) 15 USCA §§ 717 et 
seq. (1946). 
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to the material facts themselves. East 
Ohio is an Ohio corporation with its 
principal place of business in Cleveland, 
Ohio. The very heart of the instant 
controversy is the definition of the na- 
ture of East Ohio’s business, peti- 
tioner and the intervenors claiming 
that East Ohio is solely engaged in 
the business of direct, local distribution 
of natural gas in the state of Ohio, and 
respondent claiming that petitioner is 
in the business of transporting gas in 
interstate commerce. Postponing, for 
the moment, further discussion of that 
critical question, it is certain that all 
property and facilities owned and op- 
erated by East Ohio lie within the 
physical boundaries of the state of 
Ohio, that East Ohio distributes natu- 
ral gas in Ohio by means of an exten- 
sive pipe-line system,*? and that none 
of East Ohio’s pipe lines crosses states’ 
lines. Further, it is uncontroverted 
that petitioner makes no sales of any 
kind to any other company for resale 
purposes and that none of the gas sold 
by petitioner is consumed outside of 
Ohio, that is, none of the gas in the 
pipe lines of East Ohio flows out of 
the state of Ohio. 

Petitioner’s sources of natural gas 
are threefold. As of 1945,° petitioner 
got 62 per cent of its gas from the 
Hope Natural Gas Company (here- 


inafter called Hope), 23 per cent from 
the Panhandle Eastern Pipe Line Com- 
pany (hereinafter called Panhandle), 
and 15 per cent from native Ohio 
fields The gas procured by East 
Ohio from Hope and from Panhandle 
is concededly gas from sources outside 
the state of Ohio (principally from 
West Virginia, Texas, Oklahoma, and 
Kansas). The gas procured from 
Hope first enters petitioner’s pipe-line 
system principally at two points in 
Ohio known as Pipe Creek Station 
and Clarington Station, both on the 
Ohio side of the Ohio river. Panhan- 
dle gas first connects with and joins 
the East Ohio system at Maumee, 
Ohio, a point about 40 to 50 miles 
east of the western boundary of Ohio. 
The first point locally produced gas 
enters the pipe lines of petitioner is a 
point in Harrison county, Ohio, about 
40 miles from the Ohio-West Virginia 
state line. It is established by the rec- 
ord and found by the Commission that 
East Ohio serves more than 551,000 
consumers in 69 northeastern Ohio 
communities having an estimated total 
population of over 2,000,000 people. 
The total sales figure of petitioner in 
1945 was 77,428 million cubic feet.® 
Much is made by the Commission of 
the fact that petitioner receives its gas 
from both Hope and Panhandle at high 





2 According to the briefs of petitioner and 
of intervenors, East Ohio’s pipe-line property, 
using the accounting classification required by 
the Public Utilities Commission of Ohio, was, 
in 1945, as follows: 


Miles 

eS ne ree ree 5,490 

ee ere 672 

ee eres or 1,011 
a Te ee me: 

WE Siecncicescabucheaneee ses 8,076 


8The Commission Proceedings from which 
the orders under review ‘arose commenced in 
early 1946. The statistics presented before 


the Commission were necessarily those per- 
taining to petitioner’s property and activities 
during the preceding year and all facts and 
figures contained in this opinion, unless other- 
wise specified, refer also to the year 1945. 

4 These three percentages, set forth in even 
numbers for convenience, are accurate within 
5 per cent. 

5 The total sales figure is broken down in 
the following manner: Sold to domestic con- 
sumers—46,674,457 thousand cubic feet; Sold 
to industrial consumers—30,126,754 thousand 
cubic feet; and Field sales—627,196 thousand 
cubic feet. Field sales are made from the Ohio 
producing fields and the gas is entirely con- 
sumed in Ohio. 
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pressures which, in most cases, are 
sufficient to propel the gas through 
petitioner’s large trunk lines to their 
ultimate destination without repump- 
ing. East Ohio does not deny that 
this is so. On the other hand, the 
Commission, both in its several orders 
and in its brief in this case, passes 
rather lightly over the fact which we 
consider extremely important, namely, 
that East Ohio has long been subject 
to complete regulation by the Public 
Utilities Commission of Ohio, inter- 
venor herein. 

The Ohio Commission was created 
in 1911. Ever since that date it has 


repeatedly and continuously exercised 
its regulatory powers over all the busi- 
ness activities and property of petition- 
er. This regulation has included the set- 
ting of numerous rates, the supervision 


of acquisitions and sale of property and 
security issues, the control of account- 
ing practices, inauguration and ter- 
mination of service, examining service 
complaints, and requiring the submis- 
sion of detailed reports to the Ohio 
Commission. Abundant state statu- 
tory authority exists for this regula- 
tion by the Ohio Commission® and the 
state regulation authorized is manda- 
tory, not permissive. As of the time 
of the hearings before the Commission 
in this case there had been a total of 
258 formal regulatory proceedings 
before the Ohio Commission in- 
volving East Ohio. There can be 
little doubt that petitioner is now and 
has been very thoroughly and com- 
pletely regulated by the Ohio Commis- 
sion. 


Since numerous prior proceedings 
shed some light on the issue in the 
present case, it is deemed necessary to 
discuss briefly those proceedings at 
this point. The Natural Gas Act be- 
came law on June 21, 1938. In Octo- 
ber of the same year, the city of Cleve- 
land, then enagaged in a rate contro- 
versy with East Ohio before the Ohio 
Commission, filed a petition with re- 
spondent Commission praying for an 
investigation of East Ohio’s cost of 
transportation of gas from the Ohio 
river to the Cleveland city gate. The 
Cleveland petition also asked that East 
Ohio be ordered to file an inventory of 
its property devoted to the transporta- 
tion of natural gas and a statement of 
the original cost thereof. On Febru- 
ary 14, 1939, the Commission issued 
an order in which the Commission 
found East Ohio to be a “natural-gas 
company” within the meaning of the 
act and ordered East Ohio to file an 
inventory and statement of original 
cost of its property. This order was 
entered on the Commission’s own mo- 
tion and without hearing. East Ohio’s 
application for a hearing, rehearing, 
and stay of that order on the ground 
that its transportation was incident to 
local distribution having been unsuc- 
cessful, it filed a petition for review in 
the United States circuit court of ap- 
peals for the sixth circuit (now the 
United States court of appeals for 
the sixth circuit). That court dis- 
missed the petition for want of ju- 
risdiction, it being the opinion of the 
court that the order was preliminary 





6 Intervenors, the state of Ohio and the Pub- 
lic Utilities Commission of Ohio, have pro- 
vided us with excerpts from the Ohio General 
Code relating to public utility regulation. 
These excerpts are in pamphlet form, printed 
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in 1946. We have examined the cited portions 
of the Ohio General Code contained therein 
(particularly §§ 614-2a, 614-4, 614-8, 614-10, 
6 x 614-60) and find them definitely 
applicable to East Ohio. 
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and not reviewable.” On three occa- 
sions since that dismissal, East Ohio 
applied for, and was granted by the 
Commission, certain certificates con- 
cerning its operation. In each of these 
three applications East Ohio asked in 
the alternative that the Commission 
declare that East Ohio is not a “nat- 
ural-gas company” within the mean- 
ing of the act. The Commission each 
time denied the alternative request. No 
judicial review was sought of any of 
these three certificate proceedings, it 
being the position of East Ohio that 
it was not then a party aggrieved by 
the orders granting the certificates to 
it so as to justify the seeking of judi- 
cial review.* Petitioner further as- 
serts that prudence required that it ap- 
ply for these certificates but that it has 
otherwise never voluntarily submitted 
to the jurisdiction of the Commission 
and that it has never otherwise com- 
plied with any of the Commission’s 
general orders, including those now 
under review. 

The order or orders presently under 
review require petitioner’s complete 
submission to the jurisdiction of the 
respondent and further require, as we 
have seen above, the preparation of 
annual financial and statistical reports 
covering all of petitioner’s properties 
and operations, year by year, since 
1939. By these orders East Ohio is 
also required to change its entire ac- 
counting system for all of its proper- 
ties so as to conform to the accounting 


system prescribed by the Commission, 
namely, one subscribing to the “orig- 
inal cost” theory of accounting. Peti- 
tioner claims, and it is uncontroverted, 
that the costs to petitioner of compli- 
ance with the orders being reviewed 
would now be between $1,500,000 and 
$2,000,000.° 

The state of Ohio and the Public 
Utilities Commission of Ohio, both 
parties to the proceedings below, have 
been allowed to intervene here and both 
support the contentions of East Ohio. 

The Natural Gas Act, which con- 
trols the disposition of the present case, 
commences with the declaration that 
“the business of transporting and sell- 
ing natural gas for ultimate distribu- 
tion to the public is affected with a 
public interest” and hence subject to 
Federal regulation.” Immediately 
thereafter, § 1 (b) of the act, 15 
USCA § 717 (b) provides as follows: 

“The provisions of this act shall ap- 
ply to the transportation of natural gas 
in interstate commerce, to the sale in 
interstate commerce of natural gas for 
resale for ultimate public consumption 
for domestic, commercial, industrial, 
or any other use, and to natural-gas 
companies engaged in such transporta- 
tion or sale, but shall not apply to any 
other transportation or sale of natural 
gas or to the local distribution of nat- 
ural gas or to the facilities used for 
such distribution or to the production 
or gathering of natural gas.”"™ (Ital- 
ics supplied. ) 





7 East Ohio Gas Co. v. Federal Power Com- 
mission (1940) 38 PUR NS 397, 115 F2d 385. 

8 Section 19(b) of the Natural Gas Act, 52 
Stat 831 (1938), 15 USCA § 717r(b) ( (1946), 
provides for judicial review of ission 
orders by “any party to a proceeding under 
this act aggrieved by an order issued by the 
Commission in such proceeding.” 

%In this regard, the Commission, in its 
opinion and order of November 6, 947, 74 


PUR NS 256, 263, states that: “ the 
unsupported estimate of cost of reclassification 
and original cost studies is not convincing, for 
our experience with other companies with 
greater property investment indicates that this 
estimate is considerably exaggerated.’ 


(1946 oun. Stat 821 (1938), ist USCA § 717(a) 
1152 Stat 821 (1938), 15 USCA § 717(b) 
(1946). 
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Section 2 of the act, 15 USCA § 717 
a, containing definition of terms used 
in the act, reads in pertinent part as 
follows : 

“When used in this act, unless the 
context otherwise requires . 
(6) ‘Natural-gas company’ means a 
person engaged in the transportation 
of natural gas in interstate commerce, 
or the sale in interstate commerce of 
such gas for resale. 

“(7) ‘Interstate commerce’ means 
commerce between any point in a state 
and any point outside thereof, or be- 
tween points within the same state but 
through any place outside thereof, but 
only in so far as such commerce takes 
place within the United States.”™ 

It was the conclusion of the Com- 
mission below, and it is its present 
contention on appeal, that because East 
Ohio owns and operates about 650 
miles of large-diameter, high-pressure 
pipe line which connect up with those 
of Panhandle and Hope, which 650 
miles represents about 8 per cent of the 
total miles of pipe line owned and op- 
erated by East Ohio, it (East Ohio) is 
a natural gas company “engaged in the 
transportation of natural gas in in- 
terstate commerce” under § 2 (6) of 
the act, supra, and thus subject to 
Commission jurisdiction. We do not 
agree with the Commission in this re- 
spect. Further, we do not believe that 
the above-quoted portions of the act 
either expressly or impliedly include, 
or were intended to include, the above- 
mentioned activities of petitioner. The 
act says that a natural gas company is 
one which is engaged in the transpor- 
tation of natural gas in interstate com- 


merce and it defines interstate com- 
merce, for purposes of administration 
of the act, as “commerce between any 
point in a state and any point outside 
thereof, or between points within the 
same state but through any place out- 
side thereof.” We think it obvious 
that East Ohio does not engage in the 
transportation of natural gas in inter- 
state commerce by the very definition 
of such commerce provided in the act. 
Moreover, the act in § 1 (b), supra, 
expressly states that it shall not apply 
“to any other transportation or sale 
of natural gas or to the local distribu- 
tion of natural gas or to the facilities 
used for such distribution or to the 
production or gathering of natural 
gas.”” Not only does East Ohio pro- 
duce or gather natural gas, but it 
strongly urges, and we believe the pre- 
viously discussed facts clearly demon- 
strate, that it is engaged solely in the 
local distribution of natural gas to local 
consumers. All of its property, includ- 
ing the 650 miles of high-pressure 
lines, is devoted to that sole purpose. 
Thus, once again, the very words of the 
act exclude petitioner from its admin- 
istration. 

In holding as we do that petitioner 
herein is not engaged in the transpor- 
tation of natural gas in interstate com- 
merce within the meaning of the act, 
we are not unaware of the modern 
trend of judicial opinion toward great 
expansion of Federal powers under the 
everbroadening concept of what consti- 
tutes interstate commerce.’ However, 
where, as here, Congress has spoken 
explicitly and has, we must assume, 
purposefully provided an express defi- 





1252 Stat 821-2 (1938) 15 USCA §§ 717a 
(6) and (7) (1946). 
13 See Humes, Trend of Decisions Respect- 


ing the Power of Congress to Regulate In- 
terstate Commerce (1940) 26 ABA Journal 
846, and cases cited therein. 
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nition of interstate commerce in the 
very act which governs in this case, 
we take it to be not only the logical 
but the proper course for us to be 
governed by that express definition, in 
the absence of constitutional prohibi- 
tions, and not to search elsewhere for 
definition among judicial interpreta- 
tions of the concept of interstate com- 
merce."* 

[4] Sufficient has been said to sup- 
port our conclusion that respondent 
Commission lacks jurisdiction over 
East Ohio and hence that the orders 
under review herein must be reversed 
in so far as they require compliance by 
East Ohio. Since, however, both peti- 
tioner and respondent rely heavily on 
the so-called legislative history of the 
act as showing the intent of Congress 
at the time of the enactment of the 
Natural Gas Act, we deem it desirable 
to discuss briefly our view of the intent 
of Congress, bearing in mind constant- 
ly that any attempt to probe the collec- 
tive mind of Congress as of a given 
time is at best speculation aided only 
by such written reports and accounts 
of committee proceedings as are avail- 
able in the form of Senate and House 
documents, reports, and resolutions 
and in the form of excerpts from the 
Congressional Record and in other 
matters of public record. Fortunate- 
ly for this court, the legislative history 
of the Natural Gas Act is not a new 
subject, it having received rather 
thorough treatment in several opinions 
of the Supreme Court. In one of those 
opinions, Ohio Pub. Utilities Commis- 
sion v. United Fuel Gas Co. (1943) 
317 US 456, 87 L ed 396, 46 PUR 


NS 257, 63 S Ct 369, Mr. Justice 
Frankfurter, speaking for the majority, 
said : 

“Tt is clear, as the legislative history 
of the act amply demonstrates, that 
Congress meant to create a compre- 
hensive scheme of regulation which 
would be complementary in its opera- 
tion to that of the states, without any 
confusion of functions. The Federal 
Power Commission would exercise ju- 
risdiction over matters in interstate 
and foreign commerce, to the extent 
defined in the act, and local matters 
would be left to the state regulatory 
bodies. Congress contemplated a har- 
monious, dual system of regulation of 
the natural gas industry—Federal and 
state regulatory bodies operating side 
by side, each active in its own sphere. 
See H. Rep. No. 2651, 74th Cong, 2d 
Sess. pp. 1-3; H. Rep. No. 709, 75th 
Cong. Ist Sess. pp 1-4; Sen. Rep. No. 
1162, 75th Cong. Ist Sess.” (Ital- 
ics supplied. ) 

In another of those opinions, Pan- 
handle Eastern Pipe Line Co. v. Indi- 
ana Pub. Service Commission (1947) 
332 US 507, 92 L ed 128, 71 PUR 
NS 97, 68 S Ct 190, Mr. Justice Rut- 
ledge, speaking for a unanimous court 
said : 

“The act, though extending Federal 
regulation, had no purpose or effect to 
cut down state power. On the con- 
trary, perhaps its primary purpose was 
to aid in making state regulation ef- 
fective, by adding the weight of Fed- 
eral regulation to supplement and re- 
inforce it in the gap created by the 
prior decisions. [Footnote reference 
omitted.] The act was drawn with 





4Cf. Border Pipe Line Co. v. Federal 
Power Commission (1948) — US App DC 
—,77 PUR NS 76, 171 F2d 149. 


15 317 US at p. 467, 46 PUR NS at p. 264. 
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meticulous regard for the continued 
exercise of state power, not to handi- 
cap or dilute it in any way. This ap- 
pears not merely from the situation 
which led to its adoption and the leg- 
islative history, including the commit- 
tee reports in Congress cited above, 
but most plainly from the history of 
§ 1 (b) in respect to the changes 
which took place in reaching its final 
form.” * (Italics supplied. ) 


It is clear from the foregoing ‘nat 
the plain intent of Congress in enact- 
ing the Natural Gas Act, as interpreted 
by the Supreme Court, was to fill in 
the gap in regulation of the natural gas 
industry by supplementing existent 
state regulation with Federal regula- 
tion of activities beyond the scope of 
regulatory authority of the state Com- 
missions. Viewed in this light, we 
deem it abundantly manifest that the 
act was never intended to confer ju- 
risdiction over such a company as East 
Ohio since that company was already 
completely and validly regulated by the 
Ohio Commission long prior to the 
passage of the act. Stated somewhat 
differently, the act does not apply to 
petitioner, and in fact expressly ex- 
cludes it, there being no regulatory gap 
to be filled in. All of the gas coming 
to East Ohio from out of state, gas 
furnished primarily by Hope and Pan- 
handle, is already completely subject 
to Federal regulation and comes to 
East Ohio at a rate set by the Federal 
Commission. There is thus obviously 
no gap in regulation in this case and 
the attempted assumption of jurisdic- 
tion by the Federal Commission in 


this instance, far from supplementing 
and reinforcing, constitutes unneces- 
sary, undesirable, and unintended 
usurpation of state regulatory author- 
ity which cannot be justified by either 
the terms of the act or its legislative 
history. 

To show that the Federal Power 
Commission itself had complete under- 
standing of the purpose of the act just 
prior to its passage, we need only to 
quote from a statement made by Do- 
zier A. De Vane, solicitor of the Fed- 
eral Power Commission, before a sub- 
committee of the House Committee on 
Interstate and Foreign Commerce in 
1936, as follows: 


“The whole purpose of this bill is 
to bring under Federal regulation the 
pipe lines and to leave to the state 
Commissions control over distributing 
companies and over their rates, wheth- 
er that gas moves in interstate com- 
merce or not.” (Italics supplied. ) 

[5] Finally, we are not required to 
speculate as to the cost to East Ohio 
of compliance with the Commission 
orders under review, for if, as we hoid 
herein, the Commission lacks jurisdic- 
tion to enter those orders, they are, of 
course, a nullity as to East Ohio. We 
therefore reach no decision as to the 
reasonableness or constitutional valid- 
ity of the orders. Nor do we deem it 
of any significance that East Ohio ap- 
plied for and received certificates in the 
past from respondent Commission, 
since no actions of either party, either 
voluntary or involuntary, can confer 
jurisdiction where it otherwise does 
not exist and where, as we have seen, 





‘ 16 332 US at pp. 517, 518, 71 PUR NS at p. 


03. 
17 Hearing before a Subcommittee of the 
Committee on Interstate and Foreign Com- 


merce, House of Representatives, Seventy- 
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Fourth Congress, Second Session, on H. R. 
11662 (a predecessor bill to that which ulti- 
~~ pecan law as the Natural Gas Act), 
at p. 24. 
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the act expressly prevents the attach- 
ment of jurisdiction and lays down 
the jurisdictional limits beyond which 
the Commission shall not trespass. 
Accordingly, the orders involved 
herein, in so far as they purport to 
pertain to East Ohio, are reversed. 


EpcerTon, J., dissenting: The 
present petitioner was the appellant in 
East Ohio Gas Co. v. Ohio Tax Com- 
mission (1931) 283 US 465, 75 L ed 
1171, 51 S Ct 499. The Supreme 
Court said unanimously (p. 470): 
“The transportation of gas from wells 
outside Ohio by the lines of the pro- 
ducing companies to the state line and 
thence by means of appellant’s high- 
pressure transmission lines to their 
connection with its local systems is es- 
sentially national—not local—in char- 
acter and is interstate commerce with- 


in as well as without that state. The 
mere fact that the title or the custody 
of the gas passes while it is en route 
from state to state is not determinative 
of the question where interstate com- 
merce ends.” Cf. Southern Nat. Gas 
Corp. v. Alabama (1937) 301 US 
148, 154, 81 L ed 970, 57 S Ct 696. 

Congress passed the Natural Gas 
Act in 1938. The Supreme Court has 
said unanimously: “There is nothing 
in the terms of the act or in its legis- 
lative history to indicate that Congress 
intended that a more restricted mean- 
ing be attributed to the phrase ‘in in- 
terstate commerce’ than that which 
theretofore had been given to it in the 
opinions of this court.” Interstate 
Nat. Gas Co. v. Federal Power Com- 
mission (1947) 331 US 682, 688, 91 
L ed 1742, 69 PUR NS 1, 5, 67 S Ct 
1482. 





MICHIGAN PUBLIC SERVICE COMMISSION 


Re Upper Peninsula Power Company 


D 3571-R-48.4 
December 13, 1948 


PPLICATION of power company for authority to increase elec- 
tric rates; temporary rate increase authorized. 


Rates, § 632 — Emergency increase — Electric utility. 
1. An emergency rate increase was allowed an electric utility which had 
recently experienced marked increases in its operating costs, due largely to 
the prevailing low water conditions and substantial increases in the cost of 


coal and other factors, p. 106. 


Rates, § 631 — Emergency increase — Factors considered. 
2. An electric utility was allowed an emergency increase to meet rising 
operating costs where it appeared that the amount of additional revenues 
which would be earned during the interim period pending final determina- 
tion of the matter would not result in an unreasonably high return to the 
utility or in an excessive charge to its customers for the services rendered, 


p. 108. 
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Rates, § 120 — Policy of Commission — Anti-inflation measure. 
Statement that it is the policy of the Commission to hold the line against 
inflation and its attendant rising costs and prices, and the Commission will 
neither countenance nor permit any excessive, unreasonable, or unjustifiable 
rate to be charged customers of any public utility operating under its juris- 


diction, p. 107. 


Opinion and Interim Order 


By the Commission: On October 
21, 1948, the Upper Peninsula Power 
Company, a Michigan corporation 
with its principal office in the city of 
Houghton, supplying electricity to con- 
sumers in the counties of Keweenaw, 
Ontonagon, Houghton, Baraga, and 
Iron which are located in the western 
part of the northern peninsula of Mich- 
igan, filed with this Commission an 
application requesting authority to in- 
crease rates for electric service. 

This Commission set November 15, 
1948, as the date for the hearing of 
the aforesaid application and gave due 
notice thereof to each interested mu- 
nicipality, township, village, or locality 
in accordance with the rules of this 
Commission. 

[1] The request of the applicant 
was based substantially upon the claim 
that applicant had recently experienced 
marked increases in its operating 
costs, due largely to the prevailing low- 
water conditions, substantial increases 
in the cost of coal and other factors, 
and as a result of present high operat- 
ing costs applicant’s rates for electric 
energy have become inadequate, are 
unreasonably low, and fail to produce 
a fair or adequate return. 

Public hearing was held before the 
Commission on November 15, 1948. 
Appearances were made and entered 
by the cities of Hancock, Iron River, 
and Stambaugh and the villages of 
Caspian, Ontonagon, and South 


Range. All the aforesaid cities and 
villages participated in the hearing and 
appeared before the Commission in 
opposition to the petition. The Cop- 
per Country Cheese Cooperative, Inc., 
the Evans Township Board of Hough- 
ton County, Michigan, the village of 
South Range and the city of Hancock 
passed resolutions opposing the in- 
crease in the rates, proposed by peti- 
tioner. 

The applicant submitted proofs in 
support of the application, both by tes- 
timony and by exhibits, all bearing 
upon the elements necessarily required 
to be submitted and proven in a public 
utility rate case. During the hearing, 
the staff of the Commission requested 
an adjournment for the purpose of 
examining and analyzing the testi- 
mony offered and exhibits tendered by 
the applicant before commencing cross- 
examination of the applicant’s witness- 
es. The adjournment requested was 
granted and the date for further hear- 
ing was left to be fixed by the direc- 
tion of the Commission. The staff of 
the Commission, at the conclusion of 
the presentation of the applicant’s 
proof, went forward with its investiga- 
tion and analysis of the aforesaid tes- 
timony and exhibits. 

Testimony was offered by the ap- 
plicant that the need of immediate re- 
lief was very serious and request was 
made that immediate relief be granted 
in the nature of temporary relief and 
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also that permanent rates be estab- 
lished. 

Testimony offered at the hearing 
disclosed that generally the principal 
source of power for the petitioner is 
from hydroelectric generation and rel- 
atively small percentage by steam gen- 
eration and purchase power. During 
the past several months there has been 
an extreme drought in the upper pen- 
insula which has curtailed hydroelec- 
tric generation and compelled petition- 
er to greatly increase the generation 
of power by steam and to temporarily 
purchase electricity from a new source. 
The continued drought has made it 
necessary for the petitioner to draw the 
reserve of water from reservoirs until 
they are practically empty and as the 
season has passed for this year when 
it can be reasonably expected to get 
this reserve replaced, the petitioner is 


faced with the prospect of continuing 
to operate its steam generating plant 
at full capacity which is all additional 
power possible and continue drastic 
curtailment of customer’s use until new 
reserves are obtained. 


Applicant’s testimony and exhibits 
indicate that revenue for the past three 
months of 1948 will be reduced by 
approximately $25,500 due to the cur- 
tailment program and that increased 
fuel charges, salaries, and wages, and 
materials used in the maintenance of 
the property will further reduce the in- 
come by $277,200. Depreciation 
charges and general taxes increased 
$12,900, while Federal income taxes 
will decrease $119,500. The net de- 
crease in operating income will exceed 
$196,000. Approximately 91 per cent 
of the increase in operating cost is due 
to increased purchase power and pro- 
duction expenses which are related to 
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prevailing low-water conditions, neces- 
sitating increased purchase power and 
the need for increased generation for 
the applicant’s steam station at current 
high costs. 

Applicant proposed revised rate 
schedules which would affect an an- 
nual increase of approximately $340,- 
500. Of the total annual income, 
$302,000 was to be received from an 
increase in rates in the Northern and 
Ontonagon divisions and the balance 
of approximately $38,000 was to be 
collected from the Iron Range divi- 
sion. Intervenors from the Iron 
Range division objected to the in- 
crease and the company held a confer- 
ence with the intervenors and under 
date of December 2, 1948, communi- 
cated with the Commission indicating 
that an agreement had been made with 
the Iron River district representatives 
to omit any raise, except in the fuel 
clause on purchase power and current. 
A request was again made for interim 
relief. 

This Commission is satisfied, from 
its examination and consideration of 
the proofs as heretofore submitted in 
this case, and as appears from the files 
and records of the Commission, that 
the operating expenses of applicant 
have materially increased since 1947, 
It is obvious to the Commission, as we 
feel it is to everyone else, it being a 
matter of public record, that prices and 
costs in almost all categories of mate- 
rials, supplies, services, and other 
things have increased tremendously 
since the end of the war. It is equally 
obvious that applicant’s revenues have 
not kept pace with these rising costs 
and prices. 

It has been and is now the intention 
and policy of this Commission to hold 
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the line against inflation and its at- 
tendant rising costs and prices wher- 
ever and whenever it is possible so to 
do, not only in the interest of the cus- 
tomer-users of applicant’s electric 
services, but also in the interest of the 
public at large. Likewise, the Com- 
mission will neither countenance nor 
permit any excessive, unreasonable, or 
unjustifiable rate or rates to be 
charged customers of any public utility 
operating under its jurisdiction; nor 
will it permit the charging of a rate not 
commensurate with the quality of serv- 
ice rendered and to be rendered by any 
public utility operating within this 
state. This Commission strongly feels 
this to be its moral, as well as its legal, 
duty in its capacity as a public agency, 
and it will continue to pursue this 
policy during its entire tenure of of- 
fice. 

[2] We find that the amount of 
additional revenues which may be 
earned during the interim period pend- 
ing final determination of this case, 
will not result in an unreasonably high 
return to the utility or in an excessive 
charge to its customers for the services 
rendered. 

We also find that the applicant has 
never submitted to this Commission a 
cost analysis which would enable it 
to determine whether a proper differ- 
ential in rates exists as between the 
classes of service. The Commission 
considers that such an analysis should 
properly be considered in the estab- 
lishment of permanent rates for appli- 
cant and may direct by supplemental 
order the furnishing of such informa- 
tion as it deems necessary. In connec- 
tion with this analysis, the company 
should consider the reasonableness of 
certain rate schedules and the simpli- 
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fication of its rate schedule in general, 

Therefore, it is ordered that the 
Upper Peninsula Power Company is 
authorized to prepare and file with this 
Commission revised rate sheets that 
conform substantially with the pro- 
posed sheets filed as Exhibit No. 2 at 
the hearing in this matter, which rate 
sheets are by reference made a part of 
this order, and are hereby amended to 
exclude the application of the 15 per 
cent increase to all schedules and con- 
tracts in the Iron Range division. 

That relief is granted at this time to 
be effective for a period of six months 
from the date of this order or until the 
present rate case is completed, which- 
ever is the earlier; to give applicant 
aid during a period in which an over- 
all rate case is pending before this 
Commission; and during the time in 
which the Commission’s staff is mak- 
ing a thorough and searching investi- 
gation of the company’s original costs, 
property records, depreciation, ac- 
counting records, and operating costs. 

It is further ordered, that the Upper 
Peninsula Power Company make 
monthly reports to the Commission 
showing the actual effect of the relief 
herein granted on the finances of the 
utility during the period between the 
time that the new rates become effec- 
tive and the time the general rate case 
is concluded. 

This order is made and entered at 
this time to meet and cope with an 
emergency situation which has arisen 
from conditions which this Commis- 
sion finds to be beyond control of the 
applicant. It follows as a matter of 
course that a further order will be 
made at ihe conclusion of this matter 
or at such other point in these pro- 
ceedings as shall appear to this Com- 
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nission to warrant and justify the 
making and entry of such order. 

It is further ordered that this Com- 

mission specifically reserves unto itself 


full jurisdiction of this matter and the 
right to make such other, further or 
additional orders herein which in its 
judgment should be hereafter made. 





UTAH PUBLIC SERVICE COMMISSION 


Re Southern Utah Power Company 


Case No. 3337 
January 11, 1949 


NVESTIGATION of electric rates and service; complaint dis- 


missed. 


Valuation, § 293 — Working capital — Accrued taxes — Prepaid accounts. 
1. The amount of prepaid accounts should be deducted in determining cash 
working capital when accrued taxes are adequate to compensate for prepaid 


accounts, p. 110. 
Return, § 87 — Electric utility. 


2. Earnings of a power company are not excessive when the return is less 


than 4 per cent, p. 110. 


Rates, § 303 — Fuel clause — Fluctuating oil prices. 
3. A fuel oil adjustment charge coming very close to compensating an elec- 
tric company for variations in the price of fuel oil is a fair and equitable 
method of meeting the problem arising from rapid variations in fuel oil 
prices, provided that the company purchases fuel oil at the lowest com- 


petitive price obtainable, p. 111. 


APPEARANCES: LeRoy H. Cox, for 
city of Kanab; Durham Morris, for 
Southern Utah Power Company ; Cal- 
vin L. Rampton, for Public Service 
Commission of Utah. 


By the Commission: The above-en- 
titled case came on regularly for hear- 
ing at the Kane county courthouse, 
Kanab, Utah, on Tuesday, the 30th 
day of November, 1948, at 10 a.m. 
on a complaint filed by the city coun- 
cil of the city of Kanab, and an answer 
filed by the Southern Utah Power 
Company. 
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It appearing that notice of such 
hearing had been given for the period 
and in the manner provided by law and 
the Commission’s rules of practice and 
procedure, the Commission having 
heard the evidence offered by all in- 
terested parties and being fully advised 
in the matter makes the following find- 
ings: 

Service 

Witnesses for the complainants con- 
fined themselves very largely to com- 
plaints against the service rendered by 
the Southern Utah Power Company 
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on its Kanab System. The principal 
complaint brought forward by these 
witnesses was that voltage variations 
on the system had resulted in consid- 
erable trouble to those users of energy 
on the Kanab System who operate 
electric motors. Testimony in regard 
to the voltage indicator at the produc- 
tion plant indicated some voltage var- 
iation. It is the finding of the Com- 
mission that every effort should be 
made by the company to correct this 
situation and to stabilize the voltage 
on the system. 

Complaint was also made by the 
customers of the Southern Utah Pow- 
er Company regarding the interrup- 
tions of service for the past two years. 
The evidence indicated that these in- 
terruptions had been less frequent 
since the installation of an additional 
Diesel unit at the Kanab plant during 
1948. The Commission finds that, 
since the installation of this new Diesel 
unit, such interruptions of service have 
not been unreasonable either in fre- 
quency or duration. 


Rate Base 


[1] No evidence was introduced by 
the complaints as to a proper rate base 
for the company. The company itself 
introduced evidence showing a claimed 
rate base of $99,908 for the Kanab 
System as of December 31, 1948. 
This figure consists of total plant in- 
vestment, materials and supplies, cash 
working capital, and prepaid accounts, 
less reserve for depreciation and con- 
tributions in aid of construction. The 
company did not give any considera- 
tion to accrued taxes as a source of 


working capital in arriving at its 
claimed rate base. It appears that ac- 
crued taxes are adequate to compen- 
sate for prepaid accounts. Generally 
speaking, the Commission does not 
look with favor upon the use of a pe- 
riod-end figure for establishing a rate 
base, but favors an average figure over 
the test period. In view of the fact, 
however, that additions to the Kanab 
System during the year 1948 were not 
great and in view of the further fact 
that average investment figures are 
not available, the Commission will ac- 
cept for the purpose of disposing of 
the issues in this case the company’s 
claimed rate base, less prepaid ac- 
counts, or $98,308. 


Earnings on the Rate Base 


[2] During the year 1948, the 
Commission granted the Southern 
Utah Power Company permission to 
make an adjustment in the rates ap- 
plicable in the Kanab System by the 
addition to its base charge of a fuel 
oil adjustment charge based upon the 
deviation of the current price of fuel 
oil from a base rate of 6.96 cents per 
gallon. Adjusting the actual earn- 
ings for the test period by the amount 
of the increases granted during the 
year 1948 in such a manner as to show 
the effect of such increases had they 
been in effect during the entire test 
period, the Commission finds that the 
net operating earnings of the company 
during the year 1948 would have 
amounted to $3,042, exclusive of any 
provision for Federal income tax lia- 
bility... This return would be slightly 
greater, but still less than 4 per cent 





1For several years Southern Utah Power 
Company has had no Federal income tax lia- 
bility because of filing consolidated returns 
with its parent, Washington Gas and Electric 


Company. The Securities and Exchange Com- 
mission had ordered Washington Gas and 
Electric Company to divest itself of its hold- 
ings in Southern Utah Power Company. It 
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if applied to a yearly average rate 
base. The Commission therefore finds 


that the earnings of Southern Utah 
Power Company on its Kanab System, 
including earnings from the fuel ad- 
justment charge, are not excessive. 


Fuel Adjustment 


[3] Considerable complaint was 
voiced at the hearing regarding the 
equity of the fuel adjustment charge. 
It was stated by various users that if 
the company needed additional rev- 
enue, they would prefer to have the 
basic rates raised and the fuel adjust- 
ment charge eliminated. The Com- 
mission is cognizant of the disadvan- 
tages that result to users from the un- 
certainty of the fuel adjustment charge. 
However, no suitable method of meet- 
ing the problem was suggested or is 
apparent to the Commission. 

Evidence introduced at the hearing 
indicated rapid fluctuations in the 
price of fuel oil. In December, 1946, 
fuel oil was costing the company 6.96 
cents per gallon. The average price 
during 1947 was 9.28 cents per gal- 
lon, the price in June of 1948 was 
11.53 cents per gallon, and the price 
in September of 1948 was 14.37 
cents per gallon. The Kanab Sys- 
tem depends entirely upon Diesel 
generation, and the cost of fuel oil 
is one of the major expenses of 
operation. In view of the rapid fluc- 
tuation in the price of this fuel at 
the present time, a fixed basic charge 


for energy produced might very well 
result in great inequity within a few 
months. A rapid decline in the price 
might result in the company having 
excessive earnings, while increases in 
price equal to those that have occurred 
over the past year might result in the 
company showing an operating loss. 
Evidence indicates that the fuel oil 
adjustment charge as now established 
comes very close to cotnpensating the 
company for variations in the price of 
fuel oil. During the months of July, 
August, September, and October of 
1949, the total fuel oil adjustment 
charge of the company as billed to the 
consumers was $3,038.65, while the 
increase in the price of fuel actually 
used over and above the base price 
of 6.96 cents per gallon was $3,188.90. 

The Commission therefore finds 
that the present fuel oil adjustment 
charge is a fair and equitable method 
of meeting the problem arising from 
the rapid variation in fuel oil price, 
provided that Southern Utah Power 
Company purchases fuel oil at the low- 
est competitive price obtainable. 

Based upon the foregoing findings, 

It is hereby ordered, That the com- 
plaint heretofore filed in the above-en- 
titled matter be and the same hereby 
is dismissed, and that the rates and 
charges of the Southern Utah Power 
Company on its Kanab System under 
present existing schedules be contin- 
ued in effect until further order of the 
Commission. 





is expected that such divestment will occur 
early in 1949, after which Southern Utah 
Power Company will be required to file a 


separate return and will be liable for Federal 
income tax. 
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MINNESOTA RAILROAD AND WAREHOUSE COMMISSION 


Re Brainerd Bus Lines, Incorporated 


A.T.C. Docket No. 378, A.T.C. Order No. 7804-3 
January 19, 1949 


PPLICATION by bus line operator for increase in fares; in- 


crease in fares authorized. 


Rates, § 519 — Bus fares — Tokens. 


A bus company was authorized to abandon its present token fare of seven 
for 50 cents and to continue a token fare of two for 15 cents where this 
would increase revenues approximately 5 per cent and the present rate of 
return was clearly inadequate, in view of the difficulty experienced from 
maintenance of two token fares at different rates. 


By the Commission: The above- 
entitled matter came on for hearing 
before the Commission at the city hall, 
Brainerd, Minnesota, on Monday, 
January 17, 1949. Oliver A. Ossan- 
na, a duly designated employee, pre- 
sided, and George E. Evenson ap- 
peared in his own behalf, and the 
Commission, having given careful 
consideration to the evidence adduced 
at said hearing together with the law 
applicable thereto, makes and files the 
following findings of fact and order : 


Findings of Fact 
I 


That George E. Evenson and Nora 
Evenson, d b a Brainerd Bus Lines, 
Inc., is a duly authorized auto trans- 
portation company for the transporta- 
tion of passengers entirely within the 
corporate limits of the city of Brain- 
erd. 


II 


That said bus company has two dif- 
ferent established rates for token fares ; 


* 


one is a rate of two tokens for 15 cents 
and the other, seven tokens for 50 
cents. That the establishment of two 
token fares at different rates has 
caused the petitioner considerable difh- 
culty in maintaining accurate records 
because it is impossible to determine 
whether the sale of tokens results from 
the two for 15 cents or the seven for 
50 cents fare. The rate of two tokens 
for 15 cents has been the most popular 
with the patrons of the bus company 
and if this were the sole rate for token 
fares it would result in approximately 
a 5 per cent increase in the token rate. 


III 


That the present rate of return on 
the investment of the company is 8/10 
of one per cent which is clearly less 
than the petitioner is entitled to. Peti- 
tioner, however, is willing to continue 
the present fares with the establish- 
ment of only one token fare of two for 
15 cents, 

Now, therefore, on the foregoing 
facts, it is ordered: 
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RE BRAINERD BUS LINES, INC. 


ORDER tinue the token fare of two for 15 
cents effective as of 12:01 a.m., Mon- 


That th titioner herein be au- 
i ch ee st cokes, Gay, January 24, 1949. 


thorized to abandon its present token 
fare of seven for 50 cents and to con- 





MONTANA PUBLIC SERVICE COMMISSION 


Donald T. Stewart 


Ray Williams 


Docket No. 3648, Order No. 2036 
December 7, 1948 


SS against refusal of water company to serve in- 
dividual until he pays a service connection charge; service 
connection charge upheld. 


Rates, § 304 — Tapping fees — Water service — Temporary communities. 
1. Modification of the general rule which precludes tapping fees for water 
service was permitted to enable a water company to require such payments 
to help defray the cost of installation of a water system where the town to 
be served existed solely by reason of the construction of a dam by the Fed- 
eral government, where, upon completion of the dam, there could be no 
expectation for the town to exist, and where the system would not have been 
constructed without the tapping fees or some similar guaranty, p. 117. 

Accounting, § 19 — Customer contributions — Inclusion as capital investment. 
2. Amounts received by a public utility company as an inducement to fur- 
nish water service and to defray the cost of installation of the water sys- 
tem, and which do not represent payment for services on water furnished, 
should not be included as capital investment, and the value of the system 
should be reduced by the amount of such contributions, p. 117. 


Valuation, § 250 — Deductions — Customer contributions. 


3. A public utility company is not entitled to earn a return on customer con- 
tributions or to retire the value of the contributed capital by depreciation 
on salvage, p. 117. 


Rates, § 49 — Jurisdiction of Commission — Modification of contract. 


4. The Commission has authority to modify contracts relating to charges 
for furnishing water service which were entered into before the contracting 
party became a utility subject to the Commission’s jurisdiction, where, upon 
the furnishing of utility service, the company came under the jurisdiction 
of the Commission, p. 118. 
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APPEARANCES: Edward C. Schroet- 
er, Attorney at Law, Kalispell, appear- 
ing for the complainant; Charles S. 
Baldwin, Attorney at Law, Kalispell, 
and Wellington D. Rankin and Ar- 
thur P. Acher, Attorneys at Law, Hel- 
ena, appearing for the defendant; Ed- 
win S. Booth, Secretary-Counsel, ap- 
pearing for the Board of Railroad 
Commissioners. 


By the Commission: Donald T. 
Stewart filed a complaint with this 
Commission alleging that Ray, Wil- 
liams is engaging in a utility service 
furnishing water to the public in Wag- 
smith Villa and Hungry Horse City, 
Montana ; that the complainant has ap- 
plied for water service but that the de- 
fendant refuses to furnish water to 
him until he pays the sum of $2 per 
front foot of property or $400; that 
such demand is exorbitant and unrea- 
sonable and unlawful and prays for an 
order requiring the defendant to fur- 
nish water service without requiring 
compliance with such illegal condi- 
tions. The defendant filed answer al- 
leging that he entered into an agree- 
ment with the property owners where- 
by in consideration of his installing a 
water system, he was to be paid $2 per 
front foot for the mains installed ; that 
all property owners except the com- 
plainant have paid the sum of $2 per 
front foot; that the water mains in- 
stalled have added to the value of the 
property in excess of the $400 de- 
manded and to permit connection by 
the complainant without payment of 
such payments would constitute unjust 
enrichment of the complainant. The 
reply puts in issue the allegations of 
the answer. 

This matter was set for hearing on 
the issues raised in the pleadings. At 


the time of hearing, oral and documen- 
tary evidence was offered by the par- 
ties. The files and records of the Com- 
mission relating to the Hungry Horse 
Water Works, operated by the defend- 
ant, were made a part of the record, by 
reference. 

From the files and records the fol- 
lowing facts are established: The Bu- 
reau of Reclamation of the Govern- 
ment of the United States is construct- 
ing a dam on the Flathead river in 
Flathead county, Montana. Construc- 
tion has been commenced and is now 
proceeding under various contracts. 
The dam is located some distance from 
established towns and cities and to 
house the employees and furnish com- 
munity services to them, several towns 
or villages have come into existence. 
A portion of Hungry Horse has been 
constructed on land owned by Wagner 
and Smith, was platted as Wagsmith 
Villa, and another tract was platted as 
Hungry Horse City. The lots in these 
two tracts have been sold for residence 
and business uses. 


The town of Hungry Horse and 
other towns located near the construc- 
tion works came into existence solely 
by reason of the dam. There is a gov- 
ernment town on the project proper. 
Except for the government town, there 
is no reason to believe that any of the 
towns will continue to exist after the 
construction of the dam is completed. 
While the exact time required to con- 
struct the dam cannot be definitely 
stated, it is believed that the construc- 
tion will not require more than about 
six years. 

There was no water supply avail- 
able near the town site. Various prop- 
erty owners and residents entered into 
negotiations with Ray Williams to in- 
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stall a water system. These negotia- 
tions resulted in the execution of a 
contract between Ray Williams and 
Albert Wagner and M. R. Smith and 
others on March 29, 1948. Under 
the contract, Ray Williams was to in- 
stall a water system to supply the prop- 
erty owned by Wagner and Smith and 
platted as Wagsmith Villa. On com- 
pletion of the water system, Williams 
was to be paid $2 per front foot for 
the property facing on the water main. 
On March 30, 1948, a similar agree- 
ment was entered into between Ray 
Williams and Henry Hoiland as to his 
land, platted as Hungry Horse City. 
Persons purchasing lots on these plats 
entered into agreements to the same 
general effect. As a result of these 
agreements, all property owners, ex- 
cept the complainant and one other in 
the two areas mentioned, entered into 
contracts, requiring the payment of $2 
per front foot for water mains installed 
by Williams before water would be 
furnished by the defendant. The plain- 
tiff is not a party to any similar con- 
tract arrangements. 


After entering into these agree- 
ments, the defendant installed a water 
system consisting of a pumping sys- 
tem, reservoir, and about 7,500 feet of 
water main. The cost of the system 
to date is about $25,000. $8,480 has 
been paid under the agreements pre- 
viously mentioned, leaving a net in- 
vestment of about $16,520. By about 
July 15, 1948, Ray Williams was 
ready to commence furnishing of wa- 
ter service and filed rates with this 
Commission July 13, 1948. These 
rates consisted of flat rates and were 
approved by the Commission July 13, 
1948. The rates approved do not in- 
clude any special provisions for 
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charges prerequisite to the furnishing 
of service. 


Stewart is part owner of lots front- 
ing on the water main installed by 
Williams on which a lunchroom has 
been constructed but it is not in opera- 
tion because of being unable to obtain 
water. He made application for wa- 
ter service but was refused unless he 
paid $2 per front foot or $400 for the 
property facing on the water main. 
Stewart, who was not a party to any 
contract with Williams, contends that 
the rate is illegal and unreasonable. He 
is willing to pay the monthly rates for 
service as approved by the Commis- 
sion. 

Williams admits that he has refused 
service until Stewart pays the fee of $2 
per front foot. He contends that in 


view of all other parties paying this 
charge to permit connection without 


such payment would be discriminating 
against those who have paid. He fur- 
ther contends that this payment is nec- 
essary if the system is to be operated 
and maintained for the benefit of the 
people. During the hearing, Williams 
agreed to a tapping charge, where a 
person is not a party to any contract, 
of $50 per connection and requested 
approval of such a charge. Williams 
agreement was as follows: “As I un- 
derstand it now, your position (Wil- 
liams) is that as to anyone who has 
entered into a contract agreement and 
paid you $2 per frontage foot for cer- 
tain designated property, either by 
them or someone they sell to, that 
there will be no additional tapping 
charges. And that if one of those con- 
tract parties sells to someone else any 
agreement between the parties as to 
payment of a part of the tapping fee 
will be a transaction between them and 
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in which you have no part. That as 
to any persons, whether located on the 
water line or not, which are not a party 
to any contract, or whose land is not 
covered by any contract, that you 
desire to charge a tapping fee of 
$50 for each such connection, wheth- 
er there be more than one per tract or 
not.” 


It is contended that such an arrange- 
ment would be reasonable, just, and 
nondiscriminatory. It is further con- 
tended that such a charge is necessary 
in order to permit installation of the 
system, pay operating expenses, retire 
the capital, and earn a reasonable re- 
turn on the investment, considering 
the potential volume of business and 
the short life expectancy of the com- 
munity. 

Under the provisions of § 3881 Rev 
Code Mont 1935, any person, firm, or 
corporation furnishing water for do- 
mestic or commercial purpose is a pub- 
lic utility. The rates, charges, and 
practices of such utilities are under the 
jurisdiction of this Commission. Wil- 
liams, doing business as the Hungry 
Horse Water Works, did not com- 
mence the furnishing of water service 
to others until about the middle of 
July, 1948. The files disclose that on 
March 24, 1948, Williams submitted 
rates to this Commission for approval, 
but he was not then furnishing utility 
service. The Commission, because it 
did not have jurisdiction until utility 
service was commenced, returned the 
rates without approval and with direc- 
tion to return them when service was 
actually instituted. Williams resub- 
mitted his schedules on July 10, 1948, 
and they were approved by the Com- 
mission on July 13, 1948, effective the 
same date. Williams was not a utility 
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or subject to the jurisdiction of this 
Commission prior to July 10, 1948. 

Section 3892 Rev Code Mont 1935 
provides that a utility may not charge 
or receive any rates different than 
those approved by the Public Service 
Commission. The rates filed by Wil- 
liams and approved by the Commis- 
sion provide for flat-rate schedule for 
water furnished. The schedules do not 
provide for any special rates or charges 
for tapping, connection, or application 
for service. 

Two primary questions are present- 
ed to the Commission. First, should 
contracts relating to the furnishing of 
service entered into before the defend- 
ant became a utility and subject to the 
jurisdiction of the Commission be ap- 
proved? Second, if such contracts are 
approved, should a tapping fee be au- 
thorized as a condition precedent to 
the furnishing of service where an ap- 
plicant for service is not a party to such 
a contract ? 

This Commission in Order No. 131, 
Docket No. 477, dated August 7, 
1915, PURI915E 866, 876, 877, re- 
viewed the general practices of water 
utilities. In that order the Commis- 
sion held that, “the utility should fur- 
nish and install at its own expense the 
necessary connection with the main, 
beyond which point the expense de- 
volves upon the consumer; not at an 
arbitrary figure for the material fur- 
nished by the utility, but at the actual 
cost. 


“It is perhaps needless to say that 
the Commission disapproves the prac- 
tice of making a charge for the priv- 
ilege of tapping the main where it is 
not shown that such charge repre- 
sents either labor or material, or 
both.” 
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The provisions of this order were 
incorporated in the general rules relat- 
ing to water service effective April 1, 
1916. These rules are still in full 
force and effect. Rule G-2 provides, 
in part, 

“The company at its own expense 
will tap the main and furnish corpo- 
ration cock, clamp when necessary, 
and any other material used or labor 
furnished in connection with the tap- 
ping of the main. All expense of laying 
and maintaining the service pipes from 
the mains to the consumer’s premises 
must be borne by the consumer. A 
curb cock of approved pattern with a 
cast iron curb box must be installed by 
the consumer at a point designated by 
the company.” 

This is the general rule approved 
and applicable in this state. The ques- 
tion as to practice on such matters in 


other states is not therefore of impor- 


tance in this matter. No tapping 
charge, whether fixed by contract or 
tariff regulation, may be made unless 
conditions warrant an exception to 
this general rule. 


The general rule was adopted in 
connection with municipal and private 
water systems located in communities 
and cities which had every reason to 
continue in existence for an indeter- 
minate period of time. The municipal 
systems were installed by revenue re- 
ceived from bond issues and repayable 
from revenue derived from taxation or 
from the revenue of the system. The 
private systems were installed because 
private capital considered the life of 
the system would be sufficient to earn 
fair return on the investment and re- 
tire the capital structure thus invested 
In either event the expectancy of the 
system must be sufficiently good to 
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warrant the investment of capital. Un- 
der such conditions the general rule 
above mentioned has proven ade- 
quate, fair, and reasonable. 


[1] In the present case no reason 
other than the construction of the dam 
by Federal authority accounts for the 
existence of a town at Hungry Horse, 
Montana. When the construction of 
the dam is completed there can be no 
expectation for the town to continue 
to exist. The dam should be complet- 
ed in a matter of six or seven years. 
The Hungry Horse Water Works at 
present has thirty-five customers and 
a probability that the number of cus- 
tomers may increase considerably. The 
potential volume of business is, how- 
ever, speculative and uncertain. When 
the dam is completed, in order to jus- 
tify the installation of the water sys- 
tem, the depreciation charged off an- 
nually plus the salvage value should 
equal the capital investment. The in- 
come should have been sufficient to pay 
all operating expenses and a fair return 
in the capital investment. Consider- 
ing the circumstances existing it ap- 
pears there is ample justification for 
modifying the general rule and permit- 
ting and requiring further payments 
to help defray the cost of installation. 

[2,3] Under the contracts, Wil- 
liams has received $8,480 from prop- 
erty owners to help defray costs of in- 
stallation. This amount and any 
amounts received which do not repre- 
sent payment for services on water 
furnished should be carried in a sep- 
arate account as contributions. It 
should not be included as capital in- 
vestment and the value of the system 
should be reduced by the amount of 
such contributions. Williams is not 
entitled to earn a return on such con- 
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tributed capital or retire the value of 
it by depreciation on salvage. See Re 
Jamaica Water Supply Co. (Wis 
1936) 13 PUR NS 405. 

[4] The contracts between Wil- 
liams and other parties were entered 
into prior to the time Williams came 
under the jurisdiction of this Commis- 
sion as a utility. Notwithstanding this 
fact, however, this Commission has 
authority to make any necessary 
changes or modifications of such con- 
tracts when the parties come under the 
jurisdiction of the Commission. State 
ex rel. Billings v. Billings Gas Co. 55 
Mont 102, PUR1918F 768, 173 Pac 
799; Re Montana Power & Light 
Co. (Mont 1947) 67 PUR NS 156; 
California R. Commission v. Los 
Angeles R. Corp. 280 US 145, 74 L ed 
234, PUR1930A 1, 50 S Ct 71. 


From the evidence it is apparent 
that the contracts were entered into in 
order to obtain water supply for the 
area. It is also apparent that the sys- 
tem would not have been constructed 
without the inducement made or some 
similar guaranty. Were we now to 
interfere with such contracts the de- 
fendant would be placed in a position 
to lose his entire investment and the 
people of the area would stand to lose 
the availability of a water system. 
While contrary to the general rule in 
this and other states, we believe the 
unusual conditions existing in justice 
to all parties prevent us from disap- 
proving or interfering with the con- 
tracts entered into between Williams 
and the landowners. 

The unusual conditions existing re- 
quire the obtaining of additional mon- 
ey to justify installation of the system. 
There is no question but that the avail- 
ability of water increases the value of 
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the property. Nearly all of the land in 
the townsites is covered by contract 
and Williams states he will not require 
or demand further tapping fees from 
persons locating on these lands. The 
land owned by this plaintiff is not cov- 
ered by any such contract. Other par- 
ties may occupy land not covered by 
contract. As to these parties Williams 
feels that a tapping charge of $50 per 
connection would be reasonable and 
just and he requested approval of such 
arate. Payment of such a fee will help 
defray the cost of installing the sys- 
tem in order that the system may be 
retired within the life expectancy of 
the town. This fee would be reason- 
able in view of the contracts entered 
into by other parties. Notwithstand- 
ing our general rule that there should 
be no tapping charge we believe a tap- 
ping charge of $50 is justified under 
the unusual conditions existing in this 
case. 

Of course each patron should be 
separately connected with the water 
mains in order to permit individual 
disconnection, should it become neces- 
sary. This might result in more mon- 
ey being paid than would have been 
paid under a contract similar to those 
mentioned previously. Even though 
the landowner fronting on the water 
main is not a party to a contract, he 
should be given the option of paying 
$50 per connection or $2 per front foot 
for his property. In the event he 
contemplates sale of a portion of 
the property the contributions includ- 
ed in the sale price would reduce 
his share to less than the $50 fee here 
approved. 

From the evidence and for the rea- 
sons stated the Board makes the fol- 
lowing: 
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STEWART v. 
Findings of Fact 


1. That Ray Williams is the op- 
erator of a public utility water system 
operating under the name of Hungry 
Horse Water Works serving certain 
tracts of land in Hungry Horse, Mon- 
tana. 

2. That Ray Williams entered into 
such utility business on July 10, 1948. 

3. That Hungry Horse is a town 
constructed on private land for the 
purpose of housing and caring for per- 
sons employed on the dam being built 
by the United States Government, 
near that point, and that after the com- 
pletion of the dam, which will require 
about six years, no reason exists to ex- 
pect the town to continue. 

4. That in order to construct a wa- 
ter system, Williams entered into con- 
tracts providing for payments to him 
of $2 per front foot of main by each 
property owner. That such contracts 
were entered into before Williams be- 
came a utility and such contracts ap- 
pear to be reasonable and necessary, 
under the unusual circumstances exist- 
ing in this instance. 

5. That plaintiff was not a party to 
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any such contract and that Williams 
without authority demanded payments 
similar to such contract terms before 
he would supply water to plaintiff. 

6. That Williams should be allowed 
to make effective a tapping charge of 
$50 per connection applicable to per- 
sons not parties to such contracts but 
that persons fronting on such water 
mains should have the option of paying 
the $50 per connection or $2 per front 
foot. 

7. That Williams should immedi- 
ately supply water to plaintiff upon his 
payment of a tapping fee of $50, as per 
connection or $2 per front foot of 


property. 
Conclusions of Law 


The Board concludes as a matter of 
law that Williams is entitled to make 
immediately effective a tariff provid- 
ing for a tapping fee of $50 per con- 
nection where applicants are not a 
party to a contract providing for the 
furnishing of water and that plaintiff 
should be furnished water service upon 
complying with such regulation, as 
herein provided. 
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NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Paul G. De Rhonde et al. 


Packanack Lake, Incorporated 


Docket No. 4114 
December 1, 1948 


"Ble genanreg against refusal of sewerage company to make nec- 
essary connections to serve private properties; service re- 
fusal held discriminatory and unlawful. 


Service, § 191 — Sewer extensions — Burden of cost. 


1. A prospective customer may not be compelled to contribute to the future 
expansion of an existing sewerage plant, p. 120. 


Discrimination, § 203 — Service extension — Reservation for future users. 
2. A public utility may not reserve service for future users to the exclusion 
of a present applicant, since it cannot at its option refuse to serve or exercise 
a choice between prospective customers, p. 120. 


APPEARANCES: Markley and 
Broadhurst, by James J. Langan and 
Charles W. Hutchinson, for the com- 
plainant; Harry V. Osborne and Wil- 
liam T. Osborne, for Packanack Lake, 
Inc. 


By the CommiIssIon : 

[1, 2] This matter is before the 
Board on complaint of Paul G. De 
Rhonde and others. The complaint 
alleges that petitioners are the owners 
of numerous lots and parcels of land in 
the Packanack Lake section of Wayne 
township. Each petitioner purchased 
his plot from Packanack Homes, Inc., 
which corporation in turn acquired its 
title from Packanack Lake, Inc., the 
respondent. 

The record made at the hearings in 
this case shows that Packanack Lake, 
Inc. is a utility under the jurisdiction 


* 


of this Board, and that it operates a 
sewer system at Packanack Lake. The 
record further shows that Mr. De 
Rhonde is about to construct a home 
on the plot of ground which he owns 
at Packanack Lake, and that he made 
application to Packanack Lake, Inc. 
for a sewer connection to his property. 
This permission to connect to the 
sewer system was refused by Packa- 
nack Lake, Inc. on the ground that the 
present sewer system of Packanack 
Lake, Inc. has, in addition to those 
customers who are now connected, 
only sufficient capacity to serve lot 
owners who have already paid for the 
privilege of connecting with this sys- 
tem at the time of purchase of the lots 
but have not yet done so. Claim is 
made by the company that if, in addi- 
tion to the above, others are afforded 
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service, there will be insufficient ca- 
pacity to take care of the property 
owners who have paid for the privilege 
of making connections but whose con- 
nections are not in present use; that 
to take new additional customers who 
have not paid for the privilege would 
result in respondent’s being unable to 
serve those whom respondent has al- 
ready contracted to serve and would 
necessitate material additions to re- 
spondent’s disposal system which 
would involve further readjustment of 
rates calculated to raise sufficient reve- 
nue to finance an increase in the ca- 
pacity of the plant. 

Packanack Lake, Inc. as regards 
sewer service at Packanack Lake en- 
joys an economic monopoly. The fees 
which the original purchasers of lots 
at Packanack Lake paid were in the 
nature of contributions in aid of con- 
struction and were so treated in the 
Board’s decision of October 8, 1946, 
66 PUR NS 299, establishing sewer 
rates. Furthermore, the original or 
early purchasers of lots at Packanack 
Lake could, and many of them did, 
enjoy sewer service for approximately 
seventeen years from the establishment 
of the sewer system in 1929 to the 
time of the Board’s decision without 
any further payment of fees. The 
present applicants would, if the com- 
pany’s contention is sustained, enjoy 
no such benefit, but in addition to pay- 


ing a fee for the privilege would be 
required to pay the filed tariff. 

The company’s position is that 
present and future applicants for sewer 
service should be required to pay a 
fee for the privilege of connecting to 
this sewer, such fee to aid in the en- 
largement of the disposal plant when 
necessary. It is the opinion of the 
Board that there is no basis upon 
which a prospective utility customer 
may be compelled to contribute to the 
future expansion of an existing plant, 
nor is there any basis under the cir- 
cumstances disclosed by this record for 
the selection by the company of one 
customer to the exclusion of another. 
A public utility is without right to re- 
serve service for a future user to the 
exclusion of a present applicant. The 
company cannot at its option refuse 
to render service nor can it exercise 


a choice between prospective cus- 
tomers. 

The company’s claim that to accept 
the present applicants would impair its 
financial ability to render service in the 


future is speculative. When and if 
such conditions should arise, the com- 
pany has a remedy in a proceeding 
before this Board. 

Upon consideration of the evidence, 
the Board finds and determines that 
the position taken by Packanack Lake, 
Inc., in refusing service to said Paul 
G. De Rhonde and other petitioners, 
is discriminatory and unlawful. 
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PENNSYLVANIA SUPERIOR COURT 


App 


Duquesne Light Company 


Pennsylvania Public ‘Utility Commission 
App 


— Pa Super Ct —, 63 A2d 466 
January 14, 1949 


PPEAL from Commission order dismissing municipality's 
L 7 complaint against electric rates ; affirmed. For Commission 


decision, see (1948) 74 PUR NS 114. f 
, d 
Service, § 117 — Type of service to be rendered — Managerial discretion. ne 
1. A utility in the exercise of its managerial functions may, in the first in- re 
stance, determine the type and extent of its service to the public within the - | 
limits of adequacy and reasonableness, provided such service conforms with Chi 
the regulations and orders of the Commission, p. 125. for 
Service, § 31 — Commission authority — Changes in service. - 
2. A utility, on order of the Commission, is bound to make such changes in gg 
its service or facilities as shall be deemed necessary in the public interest, So 
p. 125. of 
Rates, § 90 — Commission power to reclassify — Electricity. 
3. The Commission has power to reclassify the service of an electric utility qu 
and to provide for a separate rate for energy to be supplied to a municipal nal 
lighting system, p. 125. 
Commissions, § 2 — Scope of authority — Implied powers. th 
4. The authority conferred upon the Commission by the Public Utility Act its 
includes powers which are necessary and proper, in addition to those specif- a 
ically declared, for the regulation of the service and facilities of every utility 
and the fixing of just and reasonable rates, p. 125. es 
Rates, § 234 — Schedules — Optional electric rate — Effective date. \ : 
5. The fact that a new rate for the sale of electric energy to a municipal _ 
lighting system is optional and will not become effective until some future | 
time is not prejudicial to the utility, since the rate will always be subject to cl 
readjustment, p. 125. cl 
Appeal and review, § 18 — Timeliness of confiscation contention. ™ 
6. A utility cannot complain that a Commission order from which it is ap- vs 
pealing does not contain detailed findings applicable to a determination of u 
' the confiscatory nature of newly established rates where confiscation is first h 
alleged on appeal, p. 126. z 
Appeal and review, § 48 — Scope of review — Technical matters — Rate determi- 0 
nation. s 
7. The highly technical questions involved in determining the adequacy of t 
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electric rates present engineering and accounting problems for the Commis- 
sion and not for an appellate court, p. 126. 


Appeal and review, § 34 — Rate decision — Confiscation issue — Proof require- 


ments. 


8. A utility which has not established with clarity and definiteness that the 
rate established by a Commission for the sale of electricity to a municipal 
lighting system is confiscatory, or that the Commission order is in some other 
way defective, must fail in its appeal, p. 128. 


Appeal and review, § 32 — Scope of judicial review — Adequacy of findings. 
9. The court may not disturb a Commission order where there is competent 
and substantial evidence supporting the Commission’s findings and its de- 
termination in a proceeding involving the rate for electricity supplied to a 


municipal lighting system, p. 128. 


APPEARANCES: Philip A. Fleger 
and C. K. Robinson, both of Pitts- 
burgh, for appellant; Lloyd S. Benja- 
min, Thomas M. Kerrigan, and 
Charles E. Thomas, all of Harrisburg, 
for Pennsylvania Public Utility Com- 
mission; Anne X. Alpern, City Solici- 
tor and Leo I. Shapiro, Assistant City 
Solicitor, both of Pittsburgh, for city 
of Pittsburgh. 


Hirt, J.: 


For many years Du- 
quesne Light Company (which we will 
refer to as the company) has furnished 
a complete street lighting service to 
the city of Pittsburgh under rate S of 
its established tariff applicable to such 


municipal service. The rate is a com- 
posite or “package” rate which com- 
bines the furnishing and the lighting of 
lamps throughout the city with nightly 
inspection and replacement, at unit 
charges. Specific additional monthly 
charges, by way of rental or otherwise, 
were made by the company for vari- 
ous types of fixtures, brackets, poles, 
underground supply lines and over- 
head extensions, essential to the utili- 
zation of the energy made available 
over 227 separate circuits at 17 sub- 
stations in the city. The lighting sys- 
tem was separate and independent of 
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the company’s general distribution sys- 
tem. Looking toward reductions in 
the cost of street lighting in Pittsburgh 
the council and the mayor of the city 
directed detailed plans and specifica- 
tions to be prepared, pursuant to an 
enabling ordinance, for an entirely new 
and modern lighting system eventually 
to become the property of the city. 
Accordingly, the city, under its muni- 
cipal powers, advertised for bids on 
three separate 10-year contracts, as fol- 
lows: “Contract No. 1—For the sup- 
ply of suitable electric current to ener- 
gize the new street lighting system, 
comprising approximately 20,000 
street lights which will consume about 
1,500,000 kilowatt hours of electric 
energy per month. Contract No. 2— 
For the installation and sale to the 
city of such new street lighting sys- 
tem, including fixtures, brackets, orna- 
mental poles, and other equipment; 
and Contract No. 3—For the mainte- 
nance of such street lighting system, 
including nightly inspection and re- 
placement of lamps.” The company, 
which alone could supply electric ener- 
gy in that public service, did not re- 
spond by submitting any proposal, but 
bids were received from another re- 
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sponsible bidder on contracts 2 and 
3, thus putting two of the serv- 
ices On a competitive basis. Short- 
ly thereafter as a result of some 
negotiations, the company, by let- 
ter to the mayor of Pittsburgh, dat- 
ed July 15, 1946, submitted a rate 
per kilowatt hour “at which the com- 
pany will supply electric energy for 
street lighting purposes, and ‘ 
the charges at which the company will 
provide related facilities not covered 
by the rate for energy.” The facilities 
referred to were not included in the 
subjects of contracts 2 and 3. In the 
proposal the company also set forth 
a number of conditions on which the 
proposed charges were based, which 
for the purposes of this appeal we may 
regard as having been agreed to by 
the city. In effect the city agreed to 
the proposed unit rental charges of 
the company for ducts, conduits, cables, 
junction boxes, extensions of supply 
lines and transformers. But the pro- 
posal of the company to supply un- 
transformed energy of 7.5 amperage 
delivered from series circuits to street 
lighting equipment at 2.5 cents per 
kilowatt hour was not acceptable to the 
city. Thereupon the city, believing 
that the proposed rate for energy was 
excessive and higher than other com- 
parable charges for service in the com- 
pany’s tariffs, filed a complaint with 
the Public Utility Commission pray- 
ing for a determination of a just and 
reasonable rate to be charged by the 
company for the electric current con- 
templated by contract No. 1 and the 
specifications applicable thereto, as 
modified by agreement between the 
company and the city. 


Extensive hearings were held by the 
Commission and the issues were thor- 


oughly tried. Arguments were heard 
by the full Commission. About one- 
half of the company’s gross income is 
received from customers qualifying for 
energy at Rate W of the company’s 
tariffs. Rate W is available only to 
those having large demands for energy 
and, as amplified by Rider 2 which of- 
fers a reduction in Rate W’s demand 
charges, is available only where the 
customer takes untransformed energy 
at line voltage. It was obvious from 
the express provisions of the schedules 
that Rate W, Rider 2, was not an 
available rate for street lighting, which 
required transformed energy of 7.5 
amperes distributed by means of inter- 
connecting circuits over a system sep- 
arate and distinct from that serving 
Rate W customers. Conceding this, 
it nevertheless was the city’s conten- 
tion that the separate energy rate for 
street lighting delivered to the city’s 
fixtures should not exceed in amount, 
the cost of energy measured by Rate 
W, Rider 2, delivered to the meters 
of individual large users in the city 
of Pittsburgh. On May 11, 1948, 74 
PUR NS 114, the Commission sus- 
tained the city’s complaint and ordered 
“That within thirty days after service 
of this order, Duquesne Light Com- 
pany, respondent, shall file with the 
Commission such appropriate modifi- 
cations or changes to its existing tariff 
rates as are necessary to provide for 
the supply of electric energy to the city 
of Pittsburgh, complainant, as contem- 
plated by contract No. 1, referred to 
above, subject to the modifications 
thereof (except as to the price for en- 
ergy) included in the terms of the 
counter-offer made by respondent on 
July 15, 1946; said service to be sup- 
plied at a price for electric energy as 
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determined under Rate ‘W’ and Rider 
2 for all series lights and Rates ‘C,’ 
‘V,’ or ‘W’ as applicable for multiple 
lights.” ? 

Thereafter the company raised the 
question, which constitutes the differ- 
ence of opinion giving rise to this con- 
troversy, whether it should be required 
to provide the “interconnecting cir- 
cuits” required for delivery of street 
lighting energy without special com- 
pensation in rentals or otherwise in 
addition to the charge for energy un- 
der Rate W, Rider 2. In answer to 
the question the Commission on June 
29, 1948, by way of clarifying its form- 
er order in that respect, stated: “That 
Order contemplated the exact 


service comprehended by Contract No. 
1 and the counter-offer, and we merely 
substituted the Rate ‘W’ level for the 
2.5 cents quoted by respondent.” Thus 


it was made clear that the order of the 
Commission imposed the obligation on 
the company of supplying and main- 
taining the necessary interconnecting 
circuits and delivering energy all with- 
in Rate W, Rider 2. The effect of 
these orders of the Commission was 
to make available in the future an op- 
tional rate supplanting Rate S of the 
tariff, if and when the city should put 
itself in position to make use of the 
new rate by providing the facilities 
contemplated by contracts 2 and 3. 


At the outset it is contended that 
the Commission does not have the 
power to separate the services and in- 
itiate a new rate for the proposed type 
of street lighting here contemplated. 
Utility companies in the field of mu- 
nicipal street lighting, almost without 
exception, have furnished a complete 
and comprehensive service together 
with all necessary incidental circuits, 
fixtures, and facilities including the 
supply and maintenance of lamps. 
Separation of the service is a modern 
development of the art. But although 
the proposal of the city may be novel 
yet it is not open to practical objec- 
tion nor can there be valid legal ob- 
jection to the order on that score. 
That a split up of the service as con- 
templated is feasible must be consid- 
ered as conceded by the company from 
the fact that it is willing to supply 
energy, alone, for a consideration. 

[1-5] A utility company in the ex- 
ercise of its managerial functions may. 
in the first instance, determine the type 
and extent of its service to the public, 
within the limits of adequacy and rea- 
sonableness. Such service however 
must conform with the regulations and 
subsequent orders of the Commission, 
and the utility, on order, is bound to 
make such changes in its service or 
facilities as shall be deemed necessary 
in the public interest. Public Utility 





1It was further ordered that “the above 
tariff modifications or changes as contemplated 
shall include the following special provisions : 
1. Series Street Lights (a) Availability— 
This schedule applies to the supply of alter- 
nating current series, street lighting ener; 
delivered at the street lighting fixtures, at 7.5 
amperes unless otherwise agreed upon. (b) 
Determination of Energy and Connected Load 
for Billing Purposes—The energy delivered on 
the primary side of the substation or pole-type 
constant current transformers and the con- 
nected load thereon will be determined for 
each location by taking the rated wattage of 
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all lamps connected, subject to the rated ef- 
ficiency of their individual transformers, if 
any, and subject to values of circuit efficiency 
of 85 per cent and power factor of 85 per cent. 
2. Multiple Street Lights (a) Availability— 
This schedule applies to the supply of alternat- 
ing current, multiple street lighting energy 
delivered to the street lighting fixtures at 
115/230 volts unless otherwise agreed upon. 
The quantity of such energy will be deter- 
mined for each location from the rated wattage 
of all lamps connected subject to a value of 
circuit efficiency of 95 per cent.” 


77 PUR NS 





PENNSYLVANIA SUPERIOR COURT 


Law of May 28, 1937, P.L. 1053, 
§ 401, 66 PS § 1171. The Commis- 
sion in this instance had the power 
to reclassify the services of the appel- 
lant and to provide for a separate rate 
for energy to be supplied to the new 
lighting system in Pittsburgh. And 
on complaint of the city, the Commis- 
sion also had the authority to fix the 
level of the separate energy rate when 
it found that the rate demanded by 
the utility for that service was not just 
and reasonable. Ibid. §§ 412, 301, 309, 
66 PS §§ 1182, 1141, 1149. The ju- 
risdiction assumed by the Commission, 
and its orders in this case were neces- 
sary and proper in the exercise of the 
powers granted to it in the Public 
Utility Law, and it is unimportant that 
the legislature, in the sections above 
cited, or elsewhere in the act, may not 
have contemplated the specific factual 
situation here presented. The author- 
ity conferred by the act includes pow- 
ers which are necessary and proper, in 
addition to those specifically declared, 
for the regulation of the service and 
facilities of every public utility and the 
fixing of just and reasonable rates. 
Pittsburgh v. Public Utility Commis- 
sion (1945) 157 Pa Super Ct 595, 60 
PUR NS 129, 43 A2d 348. Under 
the implied powers, alone, conferred 
by §§ 901 and 902 of the act, 66 PS 
§§ 1341, 1342, the Commission had 
ample authority on complaint of the 
city to reclassify the service and to fix 
the rate to be charged by the com- 
pany for energy. Moreover the fact 
that the rate is optional is no objec- 
tion to it. Manifestly, the city can- 
not take advantage of the rate until 
the facilities and services contemplated 
by contracts 2 and 3 are made avail- 
able. In the meantime the company 
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will continue to supply a complete 
lighting service, as heretofore, under 
Rate S. The new tariff will be ap- 
plicable only when the city is in posi- 
tion to limit the service of the com- 
pany to the supply of energy. The 
fixing of a rate to become effective in 
the future is not prejudicial to the com- 
pany, for the rate will always be sub- 
ject to readjustment under § 308 of 
the act, 66 PS § 1148. 

[6,7] On the merits, the company 
contends that the rates, as fixed, are 
confiscatory and since the order does 
not contain adequate findings of fact 
to determine that issue, the case must 
be returned to the Commission for such 
findings. Thereafter the company 
would ask us to determine the facts 
as well as the law and fix a higher rate. 
We cannot agree that the findings are 
inadequate under the circumstances. 


The company in its argument before 
the Commission asserted that any rate 
below its offer of 2.5 cents would be 
inadequate but, as we understand it, 
the case was not presented to the Com- 
mission on the issue of confiscation, 
under Rate W as the measure of re- 


turn. Confiscation was first alleged 
in this appeal. The company there- 
fore cannot complain that the Commis- 
sion’s order does not contain detailed 
findings applicable to that issue. The 
facts actually, though informally, 
found by the Commission on the the- 
ory of the case as tried below, are ade- 
quate. Morever, the highly technical 
questions involved in determining the 
adequacy of the rates presented engi- 
neering and accounting problems for 
the Commission and not for this 
court. 

The return to the company under the 
rates, as ordered by the Commission, 
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will be less than one-half of the antici- 
pated return to the company on its 
offer of 2.5 cents per kilowatt hour 
measured at the lamps. And the com- 
pany contends that Rate W, Rider 2, 
provides a proper charge only for un- 
transformed energy at line voltage; 
and that the rate can be used as a pos- 
sible means of determining the price for 
street lighting energy only when ap- 
propriate additions are made to com- 
pensate the company for maintenance 
expense and return on investment in 
facilities not incident to the service un- 
der Rate W. It is the position of the 
company that for the effective control 
of the energy for the contemplated 
street lighting service and to permit 
the daily turning on and off of the 
lamps, special 7.5 ampere circuits with 
transformers and control equipment 


are necessary ; and that the investment 
in these facilities and their mainte- 


nance costs are properly assignable en- 
tirely to the city since no other cus- 
tomers have need for the service or will 
benefit thereby. In effect the company 
contends that under the rate estab- 
lished by the Commission, it will re- 
ceive no return on the additional in- 
vestment or for the services necessary 
to the delivery of energy for street 
lighting over and above that of the 
standard service and untransformed 
energy contemplated by Rate W. 
The company called five of its em- 
ployees as witnesses, all of whom were 
well qualified by training and special 
knowledge to testify as to what the 
rate ought to be. Their testimony, 
supported by studies, estimates and de- 
terminations made by them, is to the 
effect that a reasonable charge for the 


127 


use of facilities and circuits required 
to transform and carry the current to 
the various lamp locations in the city 
accounts for more than one-half of the 
offered rate of 2.5 cents, which in their 
opinion is as low as the city has any 
reason to demand. 

Three witnesses were called by the 
city. A. R. Brunwasser is a registered 
engineer of long and varied profession- 
al experience, who since 1935 has been 
the public utilities engineer of Alle- 
gheny county. He had an intimate 
knowledge of all phases of the problem 
and his competency is not questioned. 
Fred Kleinman, an accountant by pro- 
fession, is the chief of accountants and 
finance of the Illinois Commerce Com- 
mission; Arthur M. Dunstan, an elec- 
trical engineer, is Chief of the Utilities 
Section of the Federal Housing Ad- 
ministration. Both of them have had 
experience in the field of rate making 
by public service commissions. They 
did not have the advantage of an inti- 
mate knowledge of the company’s af- 
fairs as did the company’s witnesses 
but they nevertheless were qualified to 
express opinions as to the rate appli- 
cable to the service. 

The Commission in its order re- 
ferred to the company’s “estimate of 
plant investment assignable to series 
street lighting service supplied” to the 
city. But the Commission refused to 
accept “a method of arriving at the 
level for the energy rate in question” 
based upon a return on the investment 
or operating expense of facilities in- 
volved. The Commission adopted the 
opinions of the city’s witnesses that 
charges measured by Rate W were 
adequate. The reasons assigned by 
these witnesses supported that conclu- 
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sion. Among the advantages to the 
company accruing from the nature of 
the service, as offsets to the cost of 
necessary special equipment, are the 
following: the lighting load is a base 
load with a constant load factor as to 
demand and energy requirements with- 
in a range of hours scheduled in ad- 
vance ; although the Commission found 
that the load could not properly be 
classified as off-peak, certainly much 
of the night service is actually off-peak 
and the company will benefit to that ex- 
tent ; there are 12,000 Rate W custom- 
ers whose service involves sales pro- 
motion expense, the supply, installa- 
tion and reading of 12,000 meters, and 
billings and collection of accounts, as 
against the servicing and reading of 
not more than 17 meters and the bill- 
ing of one solvent customer for all of 
the energy supplied. So also, the de- 
mands of Rate W customers cannot 
be chartered in advance and are a part 
of the on-peak load. Moreover, Rate 
W absorbs some maintenance costs 


and capital investments peculiar to that 
service which are comparable in some 
degree at least to the equipment and 
labor costs on which the company 
based its demand for a higher rate. 
To that extent there would be a dupli- 
cate charge in the company’s demand. 

[8,9] The company has not estab- 
lished “with the clarity and definite- 
ness befitting the cause’’ that the rate 
established in this case will bring about 
confiscation. Cf. Lindheimer v. Illi- 
nois Bell Teleph. Co. (1934) 292 US 
151, 78 L ed 1182, 3 PUR NS 337, 
54 S Ct 658, 663. The issue of con- 
fiscation is not before us. There is 
competent and substantial evidence, 
supporting the Commission’s findings 
and its determination in this case, and 
we therefore may not disturb the or- 
der. Section 1107 of the Public Utili- 
ty Law, 66 PS § 1437. Cf. Carpenter 
v. Public Utility Commission (1940) 
141 Pa Super Ct 447, 36 PUR NS 
111, 15 A2d 473. 

Order affirmed. 
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Industrial Progress 


A digest of information on new construction by pri- 
vately managed utilities; similar information “enm 
to government owned utilities; news concerning prod- 


ucts, supplies and services offered by manu 


turers; 


also notices of changes in personnel. 


Savannah Elec. & Pwr. Maps 
$600,000 Expansion Plan 


A= STRUCTION program calling for approxi- 
mately $600,000 worth of new work has 
been approved.by the directors of the Savan- 
nah Electric & Power Company. 

The program includes improvement of the 
underground system and increased capacity. of 
substations. Total construction this year is ex- 
pected to approximate $3,000,000, of which the 
greater portion covers the completion of the 
20,000 kilowatt extension of the company’s 
riverside power station. 


Four Valves Made by K&M Said 
To Set Record for Size 


Frovs valves believed by the maker to be the 
largest double ported valves ever to be 
made with composition disc construction for 
tight shut-off service, have been manufactured 
for an industrial consignee by Kieley & Muel- 
ler, Inc., North Bergen, New Jersey, producer 
of automatic control valves, 

The valves are 20-inches in size and were 
especially designed and fabricated for a large 
metal processing plant where they will auto- 
matically handle gas. About seven feet high, 
each valve weighs 7,000 pounds, and when 
shipped recently, the four combined to make 
nearly a carload. The 20-inch valves, which are 
operated by air cylinders, incorporate the same 
basic body design and construction characteris- 
tics as the complete line of K&M automatic 
control valves. 


Record Installation Made at 
Dayton Power & Light 


A worLp’s record, 29 days, for installing and 

putting into operation a 60,000 kw. Gen- 
eral Electric turbine-generator was recently 
established at the O. H. Hutchings Station of 
the Dayton Power and Light Company, Mi- 
amisburg, Ohio. The 350-ton steam-turbine 
driven generator was installed by a 30-man 
crew under the direction of Frank J. Reynoids, 
turbine installation supervisor. 

Average time for such installations is 75 to 
85 days, the best previous time being a 47-day 
installation at the Pacific Gas and Electric 
Company. The first alignment part was re- 
ceived at DP&L February 7th and 29 days 
— the turbine generator was brought to full 
oad. 

This new record was achieved through an 
interlocking of the utility company prepara- 
tions and shipments from the factory. The 


DP&L had the steam generating equipment 
already installed and awaiting the turbine in- 
stallation. Two crews, consisting of seven 
millwrights, two riggers, and a number of pipe- 
fitters each, worked eight hour shifts, six days 
per week. Out of four Sundays in the period it 
was necessary to work only one. 

The new installation brings the total power 
output of the new Hutchings station to 120.- 
000 kw. The first 60,000 kw. unit was completed 
in July of last year. The pair are the first of 
six identical units to be installed in the Dayton 
company’s station, 


George A. Hughes Awards 
Presented to Eight Companies 


‘io George A, Hughes awards, consisting 
of $2400 in cash prizes as well as trophies 
and plaques, were presented recently to eight 
electric utility companies that conducted out- 
standing local educational activities to advance 
electrical living during 1948,.The presentation 
took place at the fifteenth annual sales con- 
ference of the Edison Electric Institute at the 
Edgewater Beach hotel, Chicago. 

Offered each year by Hotpoint, Inc., the 
awards are sponsored by the E.E.I, Leonard 
C. Truesdell, Hotpoint’s vice-president of mar- 
keting, represented his company at the presenta- 
tion. Prizes were presented to winners in four 
classifications of promotional activity: Class I, 
electric kitchen; Class II, domestic electric 
range; Class III, electric water heater; Class 
[V, commercial electric cooking. 

Class I winners were Southern California 
Edison Company, first prize, and Union Electric 
Company, second prize. The Utah Power & 
Lfght Company, and the Pennsylvania Power 
& Light Company were first and second prize 
winners, respectively, for domestic electric 
range activities. Class III prizes were won by 
Detroit Edison Company, and Pennsylvania 
Power & Light Company, In Class IV, West 
Penn Power Company took first prize, while 
second prize went to Ohio Power Company. 


New A-C Bulletin 


(lene features of Allis-Chalmers 
modern - metal - enclosed low - voltage 
switchgear and drawout air circuit breakers 
are described in a new eight-page bulletin re- 
leased by the company. 

Portrayed is the rigid self-supporting struc- 
ture of the switchgear’s framework, its panto- 
graph construction, which provides a simple 
and effective arrangement for withdrawing 
circuit breaker units, and other features that 
mean modern, complete protection. 

A chart supplies dimension and typical panel 
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° data on the switchgear which is available in 
You can patch the EXACTLY RIGHT fg - current ratings of 15 to 5,000 amperes, inter- 
rupting ratings to 100,000 amperes, 250 volts 
ae) d-c and 600 volts a-c. 

Rm The bulletin points out that Allis-Chalmers 
low-voltage, metal-enclosed switchgear can also 
be installed out-of-doors in which case it is 
completely enclosed in weatherproof housings. 
Copies of “Allis - Chalmers Low Volt- 
age Metal-Enclosed Switchgear,” Bulletin 
18B6376A, are available upon request from 
Allis-Chalmers Mfg. Company, 965 S. 70th 

street, Milwaukee, Wis. 





New Publication on Switchgear 


Penn-Union manufactures FE M Pre - ENGINEERED A - C GENERATOR 
the COMPLETE line SWITCHGEAR—a new 12 page booklet, No. 
of Conductor Fittings 4200-PRD-194 describing switchgear for single 

and paralleled generator installations at volt- 
ages from 120 to 5,000 volts has been issued by 

Electric Machinery Mfg. Company, Minneap- 

olis. 

— ‘ Covered in the booklet are construction fea- 
from the Complete line tures; specifications and connection diagrams 

for generator panels, synchronizing panels, 


, , feeder panels, and distribution panels; and 
You'll find that Penn-Union offers all the installations in utility and industrial power 


good types of terminals, in a complete range | "!*"**- 
of sizes: Solderless lugs to grip the conductor Marcus Transformer Appoints 
by Bolt, Screw, Post-and-Nut, or Multi-Slit New England Representative 


vin Marcus, president of the Marcus 


‘_ L 
Tapered Sleeve; Vi-tite, E-Z, clamp type, A Transformer Company, Inc., of Hillside, 


: : New Jersey, announces the appointment of the 
shrink fir, etc., etc. Soldering lugs and sheet Electrical Apparatus Company, 1200 Soldiers 


metal terminals in wide variety. Field road, Boston 34, Massachusetts, as their 
territorial representative for the New England 
area. 


Shawinigan Water Plans 
$53,000,000 Expansion 


HAWINIGAN Water & Power COMPANY 

will spend more than $53,000,000 in the 
next three years to expand its electric power 
facilities to meet ever-increasing demands, ac- 
cording to James Wilson, president. 


Also Tee Connectors; Cable Taps; Straight, “Sherwilkil” Controls Brush 
Parallel, Elbow and Cross Connectors; Bus Easier, More Economically 


Supports, Clamps, Spacers; Grounding A NEw chemical compound, proven by tests 


Clamps: ice Conn Sled to be one of the most potent weapons yet 
ps; Service » etc. Penn-Union found for brush control, has been developed by 


connectors are the choice of leading utilities the i yt Division of be 
2 : Sherwin-Williams Company, it was announce 
—because every fitting is mechanically and | recently. : 
The new discovery is expected to see wide- 
spread use along electric utility and telephone 
lines, railroad right-of-ways, on roadsides and 
¥ around airports. 
ee a Called “Sherwilkil,” the chemical mixes 
ERIE, PA. Sold by Leading Wholesalers readily with water for convenient handling and 
has a highly lethal effect against poison ivy, 


poison oak, poison sumac, and nearly 60 other 
Pp E Ba] ae ca 0 ie j 0 ® types of woody plants that constitute 95 per 
cent of the brush control problem. _ d 
eee 8’ Ta Sherwin-Williams research chemists say this 
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electrically dependable. 
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PUBLIC UTILITIES: 


— Lower Delivery Costs 
Mean Lower Overhead 


You’ll agree that a good way 
to make money ... is to save 
money. 


One good place to watch costs 
is in your delivery operation. 
For the right truck can lower 
delivery costs plenty! Dodge 
‘‘Job-Rated”’ trucks are built to 
do just that. They’re built to 
fit your hauling needs . . . save 
you money ... and to last 
longer. 


For example, every Dodge truck 
has one of seven ‘Job-Rated”’ 
truck engines. It is a high- 


compression engine of advance 
design . . . which insures maxi- 
mum efficiency, with “top” 
economy. 


Each has exactly the right 
clutch, transmission, rear axle, 
and every other unit .. . “Job- 
Rated” for maximum depend- 
ability, and long life. 


Let your Dodge dealer tell you 
the whole ‘Job-Rated’’ story. 
You’ll quickly realize that his 
story makes sense! And re- 
member .. . only Dodge builds 
‘‘Job-Rated”’ trucks. 


1ODGE 
DODGE 
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new product makes it possible for the first 
time to eliminate brush at a low cost without 
continuous, heavy and repeated re-growth prob- 
lems that accompany mechanical clearance. 
Too, the product has none of the disadvantages 
of poisonous sterilizing and contact chemicals 
and creates no fire hazard as is the case with 
some other non-mechanical methods employed 
in the past. 

“Sherwilkil” is available in quart, one gallon, 
five gallon and 53 gallon containers and is 
being marketed exclusively through Sherwin- 
Williams branches and dealers. 


Lion-Bilt Uniforms 
In Wide Use 


ANY leading public utility servicemen use 
Lion-Bilt Uniforms—uniforms which 
lend authority to the 
man as a_representa- 
tive of the company 
and a courteous, efficient 
worker. 

Manufactured by Lion 
Uniform Company, 
Dayton, Ohio, these uni- 
forms are tailored of 
handsome _  Chinos, 
Twills) Serges and 
Whipcords in matching 
shirts, jackets, trousers, 
and caps .. . with con- 
struction features that 
mean continuous long 
length of service and 
‘smart appearance. 

Monogram service is 
available, and Lion-Bilt 
Uniforms are offered in 
a wide variety of exclu- 
sive colors to meet the 
needs of any company. 

According to the man- 
ufacturer, immediate delivery of orders is 
assured as an “in stock service” is maintained. 


G-E Announces New 
MPA Program 


NEw “More Power to America” program 

designed to show how electric heat, prop- 
erly applied, can help industry to increase pro- 
duction, provide better equipment designs, and 
improve product quality has announced 
by General Electric. 

The Industrial Heating Program, twelfth in 
the General Electric “More Power to Amer- 
ica” series, consists of a 25-minute, 35-mm 
black-and-white sound slidefilm, “Heat— 
Where You Want It,” and five different appli- 
cation data booklets covering the major uses 
of tubular, strip, and cartridge heaters in in- 
dustry. 

Arrangements have been made to release the 
program through G-E district offices to utili- 
ties and industrials throughout the country. 

The slidefilm, produced under the technical 
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supervision of the company’s industrial heat- 
ing divisions, deals with each of the five major 
heating applications commonly encountered in 
manufacturing processes—heating liquids, heat- 
ing surfaces, heating process air, melting soft 
metals, and heating pipelines. 

Through the use of actual case histories, 
the film illustrates how compact electric heaters 
can be installed as “built-in,” functional, space- 
saving components of machines and equip- 
ments, These case histories cover a wide range 
of installations from food-packaging machinery 
to stereotype-melting pots to indicate the wide 
applicability of electric heaters in modern 
industry. 

Designed to give impetus to industry’s grow- 
ing dernand for versatile electric heat, the film 
emphasizes the benefits of “built-in” electric 
heaters in terms of reduced operational costs, 
minimum maintenance expense, more efficient 
operation, and improved working conditions. 

Like the slidefiim, the application data book- 
lets deal with each of the five basic heating 
applications. They present the fundamentals of 
incorporating “built-in” electric heat into in- 
dustrial equipment and machines and provide 
detailed application information, including nec- 
essary data and formulae for calculating heat 
requirements. 

Those desiring to purchase the program kit, 
including the sound slidefilm and 50 copies of 
each of the five application data booklets, may 
obtain it for $15 from G-E district offices. 


New “Auto-Air” Compressor- 
Dump Truck Unit 


RODUCTION of a new “Auto-Air” compres- 

sor-dump truck- combination unit is an- 
nounced by the Davey Compressor Company, 
Kent, Ohio. 

The assembly consists of either a Model 105 
or 160 c.f.m. Auto-Air compressor mounted 
ahead of a standard dump body. on the truck 
chassis, The compressor is driven direct from 
the truck engine through the Davey heavy duty 
power take-off. 

This unit is extremely practical in that it 
provides for maximum truck utility, accord- 
ing to the manufacturer. The dump body can 
be employed to haul rock, broken pavement or 
other materials dug or dislodged by the com- 
pressor. Also, the unit functions as a regular 
dump truck when the compressor is not in use. 

The assembly has many applications in util- 
ee department and city maintenance 

elds. 


New Bulletin on Fabri-Steel 
Low Speed Synchronous Motors 


| age PB 5000-1, 4 pages, on Fabri-Steel, 
low-speed, synchronots- motors has just 
been released by the Ridgway, Pa., division of 
Elliott Company. Construction features of the 
rotor and stator are fully explained and illus- 
trated by 15 photographs. Mechanical modifica- 
tions are also covered. Copies of the bulletin 
may be obtained on request. 
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Type SF —: Moter Mechanism 
for Alternating Transfer 


TOMATIC SWITCHING WITH AIR SWITCHES 


PRACTICAL — ECONOMICAL — BROADLY APPLICABLE 


‘imum economy of equipment is obtained by, 
DELTA-STAR motor operated air-switches for 
tic isolation of a fault or transferring of a 
event of a line failure. 
matic switching can be divided into two groups: 
schemes and sectionalizing schemes. 
fer schemes normally use two motor-operated 
itches electrically interlocked to provide auto- 
selection from two power sources. The basic 
ments of transfer schemes are: (1) alternating 
, with switches automatically selecting the 
on loss of voltage; (2) preferred emergency, 
he preferred line switch normally closed—volt- 
causes the preferred line switch to open and 
hergency line switch to close and remain closed 
the preferred line is again energized; (3) one way 
er, where preferred line switch opens on loss of 
¢ and emergency switch closes. 
tionalizing schemes for use with radial feeders 
p circuits isolate faulted sections so service can 
intained on the remainder of the system. These 


schemes can be fully automatic and semi-automatic. 
In the former, switches are opened or closed after a 
time delay. In the semi-automatic scheme, switches 
are arranged for automatic opening and non-auto- 
matic closing. 

Variations can be made to meet special require- 
ments. Successive time delay features and synchroniz- 
ation checking relays can-be included. 

If you are planning a new installation or modern- 
ization of an existing distribution system, it will pay 





you to consider Delta-Star motor operated switches 
designed for automatic switching. 


For a Complete description and circuit 
diagrams ask for Publication 4811. 





ELECTRIC 
COMPANY 


LTA-STAL 
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NOW AVAILABLE! 
LIMITED EDITION! PROCEEDINGS 
: 1948 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


Current Developments in Rate Regulation of Communications, Transportation and 
Electric and Gas Companies—Appraisal of Financial Needs of Electric Utilities— 
Natural Gas Production and Regulatory Problems—The Uniform Classification Problem 
—Conflicting State and Federal Accounting Regulation of Electric Utilities—Telephone 
Studies (including Western Electric Costs}—Resolutions adopted by the Association 
Legislation—Depreciation—Accounts and Statistics—Engineering. 


These and other $8.50 


COMMITTEE REPORTS AND ADDRESSES SEPARATELY PRINTED AND OTHER 
PUBLICATIONS OF THE ASSOCIATION 


Telephone Report (1948): 
Report of the Special Committee Cooperating with the Federal Communications Com- 
mission in Studies of Telephone Regulatory Problems. This report is principally concerned 
with the problem of Western Electric costs to the telephone industry. It is 78 pages 
in length and contains illustrations, tables and charts 


Telephone Separations Manual: 
This manual is the result of the NARUC and FCC Joint Committee studies, and develops 
a system of procedure providing for allocating telephone operating expenses and invest- 
ment among exchange, state toll, and interstate toll service on both the board-to-board 
and station-to-station bases of rate making. (This manual is not included in the volume 
of Proceedings above referred to.) (Printed, 87 pages) eee 


Depreciation: 
1948) Letter Symbols for Mathematics of Depreciation 
1948) Half Cycle Methods of Estimating Service Life 
1946) Methods of Pricing Retirements from Group Property Accounts 
Note: None of the above three Depreciation papers are included 
in any volume of Annual Proceedings. 


Interpretations of Uniform System of Accounts for Electric Utilities 
Interpretations of Uniform System of Accounts for Gas Utilities 
Interpretations of Uniform System of Accounts for Water Utilities 


(Where remittance accompanies order we pay forwarding charges) 





NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BLDG. WASHINGTON 25, D. C. 
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Save 














3 BAS C ©] 7) , can be reduced by installing 


low cost “‘peak shaving” capacity. 
Help Solve Your To handle your winter months’ peak loads 
Winter Gas Load may call for a strategically located LPG 
b J installation, a catalytic cracking plant, 
P ropiems additional gas storage capacity or modification 
and improvements of your existing facilities. 


Here’s how Exsasco can help you achieve the most economical 
method of “‘peak shaving”’: 


@ Increasing capacity by achieving maximum output from 
existing facilities. 


@ Replacing capacity-limiting equipment. 
@ Installation of peak load plant capacity. 
@ Survey of transmission and distribution for capacity requirements. 


can help solve your problems because its staff of specialists has a 
vast background of utility experience and information. They comprise a team 
of experts—engineers, constructors, and business consultants—who have dealt 
successfully with the various phases of business and industry. They are ready 
to do the whole job—or any part of it. 


EBASC Oo SERVICES Two Rector Street, New York 6, N. Y: 


INCORPORATED 


Appraisal - Budget - Business Studies - Consulting Engineering aes Gr COmarey . 
Design & Construction - Financial - Industrial Relations , 
lespection & Expediting - tnsurance & Pensions . Purchasing °°? “hinge done : 4 EBAS c D. 
Rates & Pricing - Research - Sales & Marketing @™UWHETE 
Systems & Methods - Taxes - Traffic in the world. Were, a 
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TRANSFORMER FIRES 
PUT OUT BY MULSIFYRE . . . FAST 





@ When an oil fire breaks out in transformers 
protected by a Mulsifyre system, a battery of 
spray projectors puts out the fire... fast. Auto- 
matic, heat-actuated release devices assure quick 
operation. Extinguishment occurs within a few 

. seconds after the emulsion-forming spray 
strikes the burning oil surface. 

Mulsifyre projectors are approved by Under- 
writers’ Laboratories, Inc. for extinguishing 
fires in flammable oils immiscible with water, 
wherever such oil is a fire hazard. There is no 
conductivity along the discharge of a Mulsifyre 
projector when the spray strikes conductors 
carrying high voltages. 

Mulsifyre systems have proven their effec- 
tiveness during fifteen years of extinguishing 
transformer fires. Today they protect hundreds 
of installations all over the world. 


@ Mulsifyre high-velocity projectors produce 
drops large enough and drive them fast enough 
to penetrate the flames without complete vapor- 
ization in flight, but limit their velocity so the 
surface of the burning liquid is agitated into an 
emulsion instead of passing through the oil 
without fire-extinguishing effect. After a period 
of time, the emulsion breaks down, oil and 
water separate, and the oil can be reclaimed. 
For detailed information on Mulsifyre Systems 
write to: Grinnell Co., Inc., Providence, R. I 
Branch offices in principal cities. 


GRINNELL 


SYSTEMS 





FIRE 


PROTECTION 
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our customers’ bills 











N ANALYSIS of your customers’ most 
recent bills may disclose certain im- 
portant trends... 


... trends that will point the way to you 
for planning rate and promotional pro- 
grams. 


Made regularly 


Many utilities all over the country regu- 
larly have such analyses made. 


_ But these analyses are not turned out 
in utilities’ offices—they are done on the 
special public utilities machines of the 
Recording and Statistical Corporation. 


And for very good reasons: 

Executives of utilities are finding that 
they can get accurate and helpful data in 
one-half the usual time—and at one-half 
the usual cost! 


These tabulations are made on specially 
designed electro-mechanical equipment. 
As many as 200,000 bills can be analyzed 
tach day by our trained personnel. 


The cost to you is only a small fraction 
of a cent per item! 


Send for FREE booklet 


Get the facts about this accurate and economical 
analyses method of your customers’ usage data. 


Write to us today for “The One-Step Method 
of Bill Analysis.” You will be glad you did! 


This Bill Frequency Analyzer automatically classifies 
and adds in 300 registers—in one step! 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue . 


New York 13, N. Y. 
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RECORD OUTPUT 
FOR GRAND COULEE USING 
NEWPORT NEWS TURBINES 


| paces 1948 the nine generating units in the west power house at 
Grand Coulee in the state of Washington produced 8,415,000,000 
K.W.H. 
Each generator was driven by a 150,000 horsepower hydraulic turbine 
built by Newport News. 
Nine similar turbines, but of 165,000 horsepower capacity are now being 
built for the east power house. 





WRITE FOR BOOKLET 
ON “WATER POWER 
EQUIPMENT" 





NEWPORT NEWS SHIPBUILDING AND DRY DOCK C0. 


NEWPORT NEWS, VIRGINIA 
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An important feature of the new Exide- 
Manchex Battery is the famous manchester 
positive plate with its unique lead button 
construction. The buttons, rolled strips of 
corrugated lead, are pressed into holes of 


the lead-antimony grid. Forming action- 


expands the buttons and locks them se- 
curely in place. Only a comparatively small 
portion of the total lead is formed initially 
into active material ...the remainder is 
available for gradual conversion in service. 


Negative plates, separators and other ele- 
ments are designed to match the long life and 
efficiency of the positive plates. All combine 
to provide a battery of exceptional power 


Cull 


ad TF 


ii ie * 


and long-lasting, trouble-free performance. 


Use Exide-Manchex Batteries for switch- 
gear and control bus operation, emergency 
light and power, and other storage battery 
services. It will provide up to 100% more 
capacity in the same given space. 

“Exide” Reg. Trade-mark U.S. Pat. Of. 


BATTERIES 


1888... DEPENDABLE BATTERIES FOR 61 YEARS...1949 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 


valuations, special reports, investigations, financing, design, and construction. » 


» 





Tue American Appraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 














ELECTRICAL TESTING LABORATORIES, INC. 
Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








Jord, Bacon & Davis 


VALUATIONS Engineers CONSTRUCTION 


REPORTS RATE CASES 
NEW YORK © PHILADELPHIA © CHICAGO @ LOS ANGELES 

















GILBERT ASSOCIATES, Inc. 








ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Blectric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 


Designs and Construction Personnel Relations 
Inspections and Surveys Reading © New York © Hosstes Original Cost Accounting 


Feed Water Treatment Philadelphia @ Washington Accident Prevention 
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PROFESSIONAL DIRECTORY (continued) 





FREDERIC R. HARRIS, INC. 

FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 

Atlante Knoxville Philadelphia 








—  HENKELS & McCOY —— 


Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF Wars 
OVERHEAD UNDERGROUND CHEMICAL CONTROL 
CONSTRUCTION MAINTENANCE PHILADELPHIA TRES TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. « Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 
































HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE COLUMBUS, OHIO 











Zw Fe huljian 


ENGINEERS , CONSTRUCTORS 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 


Boston 10, Mass. Washington, D. C. 











ndineering Co. 


Lid 
CONSULTING, DESIGNING AND —") SPECIALISTS IN 
OPERATING ENGINEERS z ACCOUNTING, FINANCING, RATES, 
PURCHASING \ f INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 





mh Complete Services for GAS and ELECTRIC Utilities 
oa” causes, couture PPG 


ts Additions or Installations 


detail Gated to more profitable operation ENGINEERS © CONSTRUCTORS * MANUFACTURERS 


ts Files Refinery Catalog etc for details 





ENGINEERS 
AND 
CONSTRUCTORS 


SANDERSON & PORTER Sap 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 











The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—A ppraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
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PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Engineers 





JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
Appraisals - In - Reports 
pa. +, 
reclassification, original cost, security issues. 











BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, investigations 
Ports, design mn. aie. P of con- 

KANSAS CITY, MO. 


and = re- 


4706 BROADWAY 





LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cxicaco 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports end 
Original Cost Studies. 
910 Electric Building Indianapolis, Ind. 





A. S. SCHULMAN ELEcrric Co. 
Contractors 


TRANSMISSION Lings—Unopercrounp Distai- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn Sr. Crncaco 








W. C. GILMAN & COMPANY 


Consulting Engineers 


Load and Capacity Studies — Rate Cases 
Financial Planning 

Investigations — Reports — Supervision 

55 Liberty Street New York 5 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











Francis S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation — Service Life 
Studies — Construction Cost Indexes — 
Reports 


122 SoutH MICHIGAN AVENUE, CHICAGO 





UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - Inspection - Research 
A Complete Service 


Bosten - Chicage - Los Angeles - New York 
Philadelphia - Woonsocket 











JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 











BOSTON NEW YORK 


WESTCOTT & MAPES, inc. 

ARCHITECTS & ENGINEERS 

INVESTIGATIONS © REPORTS 
DESIGN © SUPERVISION 





New Haven, Connecticut 
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INDEX TO ADVERTISERS 


po Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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iFYOU SELL POWER .. 
ece WHY NOT USE POWER 


MERICAN evectric DUPLEX RECEIPTOR 


AFFORDS SPEED—POSITIVE CONTROL—PROTECTION 
FOR RECEIPTING ELECTRIC—GAS—WATER—TAX BILLS 


istantey and simultan- 
eously perforates BILL and 
STUB. Automatically severs 
stub in same operation. Ideal 


for standard or post-card bills. 


MODEL 25 


WRITE US FOR 
FREE TRIAL PARTICULARS 





CASHIER'S sTuB 
The Gas & Electric Company 


NY JOHN JONES 
as & ELECTRIC COMPA “Al 625 FRONT ST 
<E BULL THE 6 kson Blvd., Chiceg?: Iino 62 qpee 
625 Jac - See 
oct. 1, 1947 oct il, aie 
NES -" had _————— NET AMOUNT 
q ST. : 


GROSS AMOU. 





(Standard 
or Post Card 
Bill) 


MERCHANDISE 
—_— 


- TOTAR _ 20°49 — 
iWoe , 

OE 
PeILt WHEN PAYMENT 1S MA 


AYING BY MAIL 








et Ee es £80. i 
, ia ne 
= omen ~_2| 75 — 
saanous Baas — initia Zola 


40 Ase ENCLOSE WHEN PF. 


Pe 





SALES AND SERVICE IN ALL PRINCIPAL CITIES 
THE AMERICAN PERFORATOR CO. 
EST. 1910 
625 W. JACKSON BLVD. 
CHICAGO 6 ILLINOIS 


aia’ = id Sica ——, 


Keys provide positive identification ORIGINATORS OF PORTABLE ELECTRIC 
stub aad receipt. RECEIPTING PERFORATORS 

















